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B22 CHINFSF TRADF MISSION FXPFCTFD IN FGYFT 

CARAB NFWS AGFNCY,CAIRO) CAIRO: DR. MOHAMMFD ABU NUSAIR, 
FGYPT1AN DFPUTY MINISTFR FOR COMMERCF AND INDUSTRY, TOLD CUR 
CORRFSPONDFNT TODAY THAT AN OFFICIAL TRADF MISSION FROM THF 
CHINFSF PFOPLF'S RFPUBLIC WOUL /SHORTLY ARRIVF IN CAIRO TO 
DISCUSS WITH FGYPTIAN OFFICIALS THF BASIS OF THF FROPOSFC TRADF 

mmm the 

SAID THAT HF HAD HAD PRFLIMINARY DISCUSSIONS WITH A NUMBFR 
OF ASIAN DFLFCATIONS AT CONFFRFNCF, INCLUDING PFKING 
RFPRFSFNTATIVFS, ON WAYS AND MFANS OF PROMOTING TRRDF.DR. 

NUSAIR SAID THAT HIS TALKS WITH CHINFSF OFFICIALS IN BANDUNG 
WFRF NOT CONCFRNFD WITH THF QUFSTION OF FGYFT'S RFCOGNITION OF 
THF CHINFSF PFOPLF'S RFPUBLIC. 
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CHINA BUYING EGYPTIAN COTTON 


CBltjl djf*— 

I-- -jcT /r 


CCA IRO RADIO) 
WITH PEOPLE'S 


CCF. B26/8TH) THE COTTON AGREEMENT REACHED 
HJNA INVOLVES THE EXPORT OF APPROXIMATELY 
EIGHT Ml LLI ONJCPOUNDS pr ^EGYPT I AlO COTTON. THIS RAPID 
DEVELOPMENT IN THE ECONOMIC RELATIONS BETWEEN EGYPT AND PEOPLE'S 
CHINA IS THE RESULT OF CONTACTS WHICH TOOK PLACE IN BANDOENG 
BETWEEN PREMIER AL-NASlR AND THE CHINESE PEOPLE CHOU EN-LAl 
AND OF THE TALKS CONDUCTED BY SHEIKH AL-BAQURl, MINISTER OF 
WAQFS. DURING HIS VISIT TO CHINA. 




CMF) BBC. 


1021 DB. 


811: » CHINA- EGYPT TRADE - 2 

AN EGYPTIAN TRADE MISSIONLED BY MUHAMMAD ABU NUSAYR, 

MINISTER OF TRADE AND INDUSTRY. IS NOW IN CHINA. DR. ABD AL-MUN 
IM AL-QAYSUNI, MINISTER OF FINANCE AND ACTING MINISTER OF TRADE 
AND INDUSTRY. HAS ANNOUNCED THAT TWO REPRESENTATIVES OF THE 
CHINESE NATIONAL IMPORT AND EXPORT ORGANISATION ARRIVED IN 
EGYPT RECENTLY TO BUY THE EGYPTIAN COTTON WHICH CHINA IS IMPORTING. 

CEND) BBC HOW. 1023 9/7 DB CKY> 
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EGYPTIAN SALES TO 
CHINA 


FIRST MAJOR TRANSACTION 

FROM OUR OWN CORRESPONDENT 

CAIRO, Auo. 8 

The Egyptian Government, which has bad 

difficulty in disposing of this season'-*•- 

of cotton, announced to-day the 
290,000 kantars to Communist Chi 
agreement, which is the first major 
cial exchange between the two — 
concluded in Cairo, but the ~ 
ment is not revealed. 

Dr. Abdel Moneim el Kaii- 

Minister of Finance, said that 255,01- _ 
would bo of Ashmouni and the i— ■ 

Gaza 30. He said the Chinese wen also 
buying “ large quantities" of Egyptian 
cotton on the free market. An Egyptian 
trade mission is now visiting Peking, but 
as Egypt recognizes Nationalist China there 
are no diplomatic relations between the two 
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Addressed to Forslm Qffloe telearw Mo. 8Q0 of 

August 23 . 

Repeated for information to Cairo. 

Chinese Press reports signature on August 22 «f 
Sino-Egyptian trade agreement and of a protocol 
covering the first year of the agreement. No details 
have been published. 
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PEKING . August 22 - The People's Republic of China and the Republic 
of Egypt signed a trade agreement here this afternoon after 10 days 
friendly negotiations. 


Signed at the same time was a protocol for the first fiscal year of 
the agreement. 

The agreement was signed by Yeh Chi-chuangi Minister of Foreign 
Trade of China, and Mohamed Abou Nossier, head of the visiting 
Egyptian Government trade delegation and Minister of Commerce and 
Industry. 

Present at the signing ceremony were the members of the visiting 
Egyptian Government trade delegation, Lei Jen-min, Vice-Minister of 
Foreign Trade, Chang Han-fu, Vice-Minister of Foreign Affairs, Chen 
Chia-kang, Assistant Minister of Foreign Affairs, and leading members 
of the various departments and companies affiliated to the Ministry 
of Foreign Trade. 

Speaking at the ceremony, Yeh Chi-chuang said that the signing cf 
the 2 documents demonstrated the sincere desire of the governments of 
the 2 countries to develop their economic and trade relations. It 
opened a new page in the history of economic and trade relations 
between .2 countries with an ancient civilisation. It was not only 
significant for the development of the economy of the 2 countries and 
in conformity with the common interest and wishes of the 2 peoples, 
but also helped to promote friendship between the Chinese and Egyptian 
people ’and benefittcd the cause of peace in the Asian-African region, 
and the world as a whole. 

"I am confident, M Yeh Chi-chuang stated, "that the governments of 
our 2 countries will consistently and actively do everything within 
their power to carry out the agreement and protocol," 

He continued that the negotiations had been conducted in the 

spirit'of "Economic co-operation.on the basis of mutual interest 

and respect for national sovereignty," as enunciated in the final 
communique of the Asian-African Conference, and in a friendly 
atmosphere, "This," he said, "was a demonstration of the increasing 
mutual understanding and friendly relations between the governments 
and peoples of China and Egypt." 

Mohamed Abou Nossier, head of the Egyptian delegation, also spoke 
at the meeting. He described the occasion as "A memorable moment 
when the Egypt!an-Chinese Trade Agreement is signed as a practical 
step to strengthen the relations between Egypt and China." He 
expressed thanks for the hospitality extended to the delegation 
since its arrival in China. 

He added: "Our negotiations have been conducted in a very friendly 
atmosphere. The 2 sides closely co-operated with each other in 
achieving the common aim of securing mutual benefit." 

During their short stay in China, he said, the Egyptian delegates 
had seen the tremendous efforts made by the Chinese people in 
developing their national economy and appreciated the new products 
of China. He expressed the hope that these products would have a 
wide market in Egypt. 

In conclusion, he pointed out that it was not the provisions of 
a trade agreement, but sincerity in carrying out these provisions 
that mattered in strengthening trade relations. The Egyptian 
Government, he declared, would do its best in this respect. 
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NEW CHINA NEwl At&Nclf. ^ ‘ 1 Tuesday. Aueus 

VISA TRICKS USED TO DETAIN CHINESE STUDENTS IN U.S. 


which he was freed on 2,000 U.S. dollars bail. 

"My case became known to many other Chinese students", Tu Lien-yao 
said. "Though desiring to go home, they hesitated to apply for fear of 
persecution and trouble", he added. 


When he was released from prison, Tu Lien-yao filed a suit against 
immigration service for its illegal persecution, but he was ordered 
to be deported for his "sympathy with" his own government but the 
United States authorities did not carry out the order on the pretext 
that there were no diplomatic relations between China and the United 
States and he was forced to stay on in the United States. 

In the summer of 1953> two conflicting decisions were made by the 
highest authority of the immigration service in Washington and its 
Pittsburg office within 2 weeks. Washington revoked the order of 
deportation and ruled that Tu Lien-yao leave the country in 60 days. 
From the Pittsburg office he received a warning that if he should 
try to leave he would be subject to a fine of up to 5,000 U.S. dollars 
or 5 years imprisonment or both. 

When Tu Lien-yao accused the Pittsburg immigration office of 
contradicting the Washington authorities, the Pittsburg office 
insisted that its order was valid, refused to return his bail of 
2,000 U.S. dollars and ignored the Washington office's ruling. 

Tu Lien-yao went to the United States in 19^8. He received the 
degree of Doctor Of Physics at Pennsylvania University in 1952. After 
several years of cat and mouse persecution he was finally allowed to 
leave the United States for China only in June this year. 


BR I T ISH . LAgO OT LM.P,. SUPP0_RTS_ GOA MO VE MIg^ 

NEW DELHI. August 22 - Mr. Fenner Brockway, British Labour M.P. 
and Chairman of the Movement for Colonial Freedom, stated that the 
murders on August 15 in Goa put to shame all those nations which 
have acquiesced in the maintenance of foreign pockets in India, 
according to press reports. 

In a letter to Indian High Commissioner in London, Madame Vijaya 
Lakshmi Pandit, Brockway said that the Satyagrahis had been shot down 
in cold blood in the exercise of their human right to move freely 
in the land of their birth. "The conscience of the world must be 
aroused and a mighty protest sustained until these vestiges of 
imperialism in India are swept away", he wrote. 

Brockway added that the whole world owed much to India for its 
contribution to world peace and human progress. 


ITALIAN BUSINESSMAN LEAVES CHINA. 

PEKING. August 22 - The manager of the Italian Comte Company, 

Dino Gentili, left here for home via Moscow on August 20. 

Dino Gentili arrived here on July 21, undertook trade negotiations 
and concluded business transactions with various Chinese trading 
corporations. 

On his departure, Gentili expressed high optimism of the future 
prospects of Chinese-Italian trade. 
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I agree generally with Mr. Walker. 

2. While I suggest that it Is going perhaps 
rather far todoubt if any Chinese trade move 
la made for/ primarily economic reasons I do 
think that the J.I.B. paper underrates the 
political benefits of the agreement. Egypt 
still recognises Chiang Kai-shek and indeed 
hams in recent years tended to co-operate 
with the Chinese delegation in the U.N. for 
the purposes of log-rolling. This agreement 
means that in effect they now recognise 
Peking. Thus the agreement marks the first 
stage towards bringing the Arab bloc over to 
recognition of Peking and as such is of 
considerable political importance. 

3. As for the cotton question, I understand 
that Pakistan has a large amount available 
for export this year. It might be worth 
comparing Egyptian and Pakistan prices, and 
perhaps ascertaining how much the Chinese 
have bought from Pakistan. This might shed 
some light on the force of the political 
motives behind the agreement. 

U. I also agree with Mr. Walker that it is 
difficult to beli eve that the Chinese really 
have steel available for export. But 

if the expert's are convinced that this could 
be so we can only accept it, frhamqh Tt is 
of course the case that in strictly planned 
economies odd surpluses can be thrown up 
at places where the plan gets out of gear. 

5. I should like to submit the paper higher 
when it appears in its final form. 


(C.T. Crowe) 
September 17, 1955. 
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No. 801 D. 10.09 *.*. August 21, 1955. 
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Repeated for Information to:-? Cairo 
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My telegram No* 800* Sino-Egyptian Trade* 

New China News Agency announces conclusion of agreements 


(a) between Egyptian Trade Delegation and Chinese 
Metals Impart (sic) Company for supply by China 
of 60,000 tons of steel to Egypt; 


(b) between China National Import/Export Corporation 
and M*I*S*R* Cotton Export Company for supply by 
Egypt of A3,000 hales (1,300 tons) of ootton to 


China* 


2* Both agreements are related to the protocol 
cowering the first year of the Sino-Egyptian Trade Agreement* 















CU3lb^(fl) -3- 

Wednesday 1255. 
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HE^CHINA MEWS AGENCY 
EGYPT TO IMPORT CHIMESE STEEL 

PEKING August 23 - A contract for the importation by Egypt of 
60,000 tons of Chinese rolled steel was signed here today after friendly 
negotiations between Chinese and Egyptian trade representatives. 

The contract was concluded on the basis of the Sino-Egyptian Trade 
Agreement and the protocol for the first year of the agreement. 


It was signed by Mohammed Abdel Monem Said, adviser to the 
Egyptian Government trade delegation, on behalf of Egyptian iron and 
steel import agents and authorities concerned; and Chou Hua-min, Manager 
of the China National Metals and Electrical Supplies Import Corporation 
on behalf of the Chinese side. 


CHINA TO IMPORT EGYPTIAN COTTON 


PEKING August 23 - The first contract for the purchase by China 
of 15 thousand tons of cotton from Egypt was signed here today. 

It was based on the Sino-Egyptian Trade Agreement and protocol on the 
first year of the agreement which were signed yesterday. 


The contract was signed for the Chinese side by Ni Wei-ting ? 
Deputy Manager of the China National Import and Export Corporation; 
and for the Egyptian side by Ahmed Nagiub. Chief of the Egyptian 
Cotton Committee, and Ismail El Shafel, Director of the Misr Cotton 
Exporting Society of Egypt. 


Chinese; fil m s hi ePX NBU R G.h_jest iV 4L, 



PEKING August 23-2 Chines^ 
rnation* ' 


International Film Festival which 
August 21. according to a London! 
and Chu Ying-tai" and "Express L< 


films will be shown at the 9th 
opened in Edinburgh, Britain, on 
press report. They are "Liang Shan-po 
■fetter." 


38 countries are taking part in the festival. This is the first 


time that Chinese films are being shown at the festival. 


NE H R U QH G QA 


as we are to colonialism everywhere, 
e the continuance of colonial rule 
Prime Minister Jawaharlal Nehru at 
political*conference at*Sitapurl on August 21. 


NEW DELHI August 23 - "Oppos 
it is impossible for jus to tolen 
in a small part of India", state' 


Nehru continued: "It is not that we covet Goa. That little bit 
of territory makes no difference ;o this great country. But even a 
small enclave under foreign colonial rule does make a difference and 
it is a oonstant irritant both to the self-respect and national interest 
of India. It may be a source of danger more especially if a hostile 
and reactionary country like Portugal holds on to it." 


The Indian Prime Minister also accused the Portuguese of building 
a police state in Goa and of punishing by long terms of imprisonment 
even the slightest expression of bpinion against them. 
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LEADING PAPERS WELCOME SUCCESS OF ATOMIC CONFERENCE. ._ 

PEKING. August 23 - The success of the International Conference 
on the Peaceful Uses of Atomic Energy which closed on August 20 was 
welcomed by leading Chinese papers in editorials today. 

The Kwangming Daily expressed the hope of the Chinese people that 
international co-operation on the peaceful uses of atomic energy 
would be expanded so that the great ideal of putting the atomic energy 
in the service of mankind could be fully realised. 

It wrote: "The International Conference on the Peaceful Uses of 
Atomic Energy was being held in the atmosphere of co-operation and 
mutual understanding established at the 4-Power Geneva Conference of 
the heads of governments. Any achievement made by the atomic energy 
conference will help advance the work of the sub-committee of the 
United Nations Disarmament Commission. 

"On the other hand, It is our profound belief that so long as 
banning the use of atomic and hydrogen weapons has not been achieved, 
all the efforts of nations for the peaceful uses of atomic energy will 
be impeded. 

"Over a long period of time", the Kwangming Daily noted, "the 
Soviet Union has advocated the prohibition of nuclear weapons. It is 
the first country in the world that used atomic energy in peaceful 
construction. Moreover, it sincerely wants the enormous dynamic 
power of atomic energy to serve humanity. At the International 
Conference on the Peaceful Uses of Atomic Energy, the Soviet Union 
has unconditionally made public the information it has accumulated 
of a scientific and technical nature and its experience. The Soviet 
delegation supplied the conference with 102 reports on the application 
of atomic energy in various fields of work. These aroused great 
interest among the delegations to the conference. 

"The Chinese people fully realise that in order to put the trem¬ 
endous potential power of the atomic energy in the service of mankind, 
it is imperative that the threat of atomic war be eliminated. 

"It is necessary to point out that the United States talk about 
atomic war and' its endless expansion of atomic military bases are 
incompatible with the spirit of the 4-Power Geneva Conference of the 
heads of governments and will not advance the prospects of using 
atomic energy for peaceful purposes". 

In conclusion, the Kwangming Dally pointed out that the exchange 
of scientific and technical experience on atomic energy would bring 
about the growth of friendly relations among nations, help ease 
international tension and favour the cause of peace. 

The Tientsin Ta Kung Pao wrote that the conference "opened the road 
for sincere co-operation among nations on the peaceful uses of atomic 
energy. The Chinese people warmly welcome the achievements made by the 
conference. It should be pointed out, however, that the conference's 
discrimination against the People's Republic of China and the German 
Democratic Republic was unreasonable. This abnormal state of affairs 
should not be repeated in future conferences of a similar nature. 

"While welcoming the success of the conference, the general public 
cannot forget the fact’ thait only when the danger of the use of atomic 
energy in war and destruction is eliminated can the aim of making full 
use of atomic energy for the welfare of mankind be achieved. To con¬ 
solidate and develop the success of the conference, therefore, the 
people of all countries have all the more the reason to demand the 
prohibition of atomic and hydrogen weapons". 
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Sn Clair 
Mr. O'Neill 

flfc-SB 

August 26, 1955 


ssed to Porei 


Repeated for information 


D. 9.55 a.n. August 26, 1955 
R. 11.42 a.i. August 26, 1955 

umJu 


ee tele 


Cairo. 


August 26. 


My telegram No. 804. Sino-Egyptian Talks. 


A communiqud now published an the Sino-Egyptian talks 
gives some further details. 

(a) The agreement will run for three years. 

(h) Each party will give the other most favoured nation 
treatment. 

(o) Each party will establish a trade representative's 
office in the other's country. 

(d) The total value of trade of the first year will be 
20 million pounds sterling. 

2. An editorial in the People's Daily of August 26 says 
that, in addition to its traditional exports to Egypt, China 
may supply industrial equipment such as machinery and complete 
textile and paper making installations. These industrial 
supplies, which imperialists have not wished to supply, will 
strengthen Egypt's economic independence. Egypt will benefit 
greatly by finding a Chinese market for its cotton since the 
International Cotton Market has been depressed by United 8tatei 
dumping. 
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Sir H.Trevelyan 
August 26, 1955 


B. 3*19 p.M. August 26, 1953 
R. 5*19 p.n. August 26, 1955 


Repeated for information Reking. ? lOftji 

Reking telegram No. 808 [sic? 809]. 

Assistant Under-secretary at Egyptian Finanoe Ministry 
announced on August 25 signature in Reking on August 22 of 
ooraneroial agreement Between Egypt and Communist China 
covering three year period. During first year the value of 
trade between the two countries would be £20m. The agreement 
stipulates that the two contracting parties should treat eaeh 
other on Most Favoured Nation basis. 

2. Under the agreement Egypt will have offices for commercial 
representation in China, which will have similar facilities in 
Egypt. Speaker described the agreement as another step in 
strengthening relations of friendship between the two countries 
and for achieving economic cooperation in accordance with 
resolutions of the Bandung Conference. 

3. Chairman oi Egyptian Cotton Commission and members of 
Egyptian Economic Mission, now in Reking, had made arrangements 
whereby China would buy further quantities of cotton amounting to 
15,000 bales (about 310,000 canters) value £E5 Million in 
addition to transaction concluded in Cairo recently. 
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CHINA NEWS AGENCY. 


Friday. August 26. 19 


PEKING PRESS REVIEW, (continued) 

The press statement of K.M.Panikkir, Chairman of the National 
Executive Committee of the India-China Friendship Association, on 
the recent executive meeting that decided to strengthen the work of 
promoting Sino-Indian friendship is huoted in the press. 

Other news in the press includes /the proposal by 80 Brazilian members 
of Parliament for establishing diplomatic and trade relations with 
China and the Soviet Union; the decision of the Czechoslovak Govern¬ 
ment to reduce its armed forces by ft4.000 men before the end of this 
year; and the 2nd World Congress fob {he Deaf which opened recently in 
Yugoslavia. / 


NEW DELHI August 25 - The Porti 
threatened to bomb the village of i 


.ese occupationists in Goa have 

:oi Verem in Ponda Taluka, suspecting 


biu'Cduouou uu uuiuu oxiw vxx-Lcigt; UJL CKmux vxxi ruuua icuuna* ouay 

it to be a stronghold of the nationalist movement, according {o the 


The inhabitants have been ordered to quit the village within b 
days from yesterday. Over 300 persons, including old and infirm women, 
have been arrested in this village since August 15. 

120 Goans in Margao. Bicholem Panjim, Dongri and Mardol were 
arrested between August l5 and 19, according to Goa National Congress 
sources. 

Portuguese suppression, howevor, was meeting with stiffer resistance 
from the Goans. 

The fighters for freedom have burnt down hutments for billeting 
lortuguese troops. A movement to :>efuse to pay taxes in Goa was being 
launched. 


GF' T7L August 25 - The 11th s< ssion of the China-American 
ambassadorial talks was held here 1 oday in the Palais Des Nations at 
10 a.m. (local time) and adjourned at 12.5 p.m. till August 27 at 
.10.a.m. 

During today’s meeting both ambassadors continued discussion on 
agenda item 1 - the returning home of both ^w-inanq tn thnin— 

respective countries. Im / / 


FC Il3lfc/fc(* 


PEKING August 26 - A communique was issued today on trade negotia¬ 
tions between the People’s Republic of China and the Republic of Egypt. 
The text of the communique follows: 

In accordance with the desire of the Government of the People's 
Republic of China and the Government of the Republic of Egypt to promote 
the friendship between the peoples of the 2 countries, the representative 1 
of both Governments signed on August 22, 1955 at Peking a 3-year trade 
agreement together with a protocol to the trade agreement for the first 
agreement year subject to the approval of both Governments. 

(continued) 
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LSINQr£.QYPIIAN TRADE TALKS ISSUED (continued1 0 

The agreement expresses the desire of the 2 Governments to reach 
a balance of trade. It provides for the most favoured nation treatment 
and the establishment of an office of commercial representative of the 
Government in each others country. The volume of trade for the first 
agreement year is arranged at a total value of pounds sterling 20 
million. 

The negotiations were conducted in an atmosphere of goodwill and 
cordiality, and the agreements reached mark a further step in the 
development of trade and friendly relations between China and Egypt, 
thus implementing the resolutions regarding economic co-operation 
adopted at the Asian-African Conference. 


EBEBGH-HA8SACJRE. IN NORTH AFRICA 

PEKING August 25 - The French Government announced yesterday 
an order to c-11 up 60,000 reservists for North Africa to suppress 
the local people, according io press reports from Paris. On the snme 
day, Deputy Minister of the Interior Abel Thomas announced that the 
French Government was to send 6 fresh battalions to Algeria immediately. 


The French colonialists ? i 
marines and paratroops, contip 
Morocco yesterday, according 
forces pressed into the Atlas 
tribesmen supporting the form. 
Many people were ruthlessly % 


with troops made up of legionnaires, 
.uqu their mass attack in Central 
Casablanca report. The French 
Kjcnrain in search of the Moroccan 
ultan, Sidi Mohammed Ben Youssef. 
.lied daring tho searcho 


or wounded 200 inhabitants ir. 

The North African people 
in Eastern Algeria and Morocco! 


RHEE CLIt 


TES PROLO GATrONS 


The Paris paper. Le F igaro f reported that the French forces ki.Ied 


ler.ifra, 

ire continuing to put up fierce resistance 


PEKING August 25 - Provocative activities organised by the Syngmeu 
Rhee clique against the Neutral Nations Supervisory Commission hav«« 
continued since they were firs^ engineered on August 5. states a 
report from Seoul. 


Syngman Rhee : s secret agorJ 
a demonstration yesterday, shoujt: 
from South Korea. At the came 
their demonstrations- in the poi' 


Jts coerced students in Seoul to stage 
ing for th withdrawal of the N.N.LhC, 
ime, small groups of gangsters continued 
ts of Inchon, Pusan and Kunsan. 


\ • i i i i 

The Neutral Nations juspeefciun teams stationed in the South Korean 
ports have been confined to the^r living quarters with their work 
virtually paralysed. The United States t-roops have refused to take 
any steps to ensure the work of ithe N.N.S.C. 


Support for Syngman Rhee's 
to come’ from the other sido of 
stated in its August 20 editorii 


Activities against tho N.N.S.C. continues 
to Pacific Oceon. The New York Ti mas 
that Rhee was right in appealing 


for "the dissolution of the so-cAlied 'truce commission'". This 


mouthpiece of the United States 
"tho truce mechanism has failed. 
United Nations to devise another 


ling clique evon decla ed that 
It is the responsibility of tho 
mechanism," 











PEKING. August 26 - The Sino-Egyptian Trade Agreement,-signed on 
August 22, marked a significant development in friendly co-operation 
between the two countries, declared the Peopled Daily editorially 
today. Extracts from the editorial follow: 

China and Egypt are countries having rich natural resources. They 
both want to increase trade and develop their independent economy. 

In the past few years, the people of the two countries have made 
considerable efforts to promote their trade and friendly relations ii 
order to eliminate their economic backwardness and develop an indep¬ 
endent economy. 

The Government trade delegation of the Republic of Egypt led by th. 
Minister of Commerce and Industry, Mohammed Abou Nosseir has now come 
to China and a formal trade agreement has been signed between China 
and Egypt. This is a big stride forward in the efforts made by the 
peoples in the past few years. This made it possible for such efforts 
to progress more smoothly on a stable basis. The Chinese people 
warmly acclaim this. 

Historically, the Chinese and Egyptian people had active relations. 
But aggression, oppression and control by foreign colonialism, obstrr 
ted the friendly contacts between the two peoples. The Bandung 
Conference gave China and Egypt the opportunity to increase their 
contacts in various fields and strengthen their mutual understanding 
and friendship. 

The Sino-Egyptian Trade Agreement is imbued with the spirit of 
equality, mutual benefit and independence. It is suitable to the 
specific economic conditions of the two countries. The list of goods 
annexed to the trade agreement provides that the commodities to be 
supplied to Egypt by China include, in addition to traditional exportr 
many industrial products, machinery and complete sets of equipment 
for textile and paper mills in exchange for Egyptian cotton and other 
goods. On this basis of mutual benefit, China imports the staple 
product of Egypt - cotton. At the same time. China supplies Egypt 
with needed industrial products and industrial equipment which the 
imperialists have been reluctant to supply. This is designed to 
advance the industrial construction of Egypt and its economic indep¬ 
endence . 

This spirit of mutual benefit and co-operation is particularly 
outstanding as regards Egyptian cotton. Egypt is a world-famous cottor 
producing country. Because the United States has been dumping its 
«surplus” cotton on the world market and depressing, cotton prices, th' 
market for Egyptian cotton has been greatly affected, causing un¬ 
warranted hardship to the Egyptian people. 

China is importing Egyptian cotton to meet its own requirements, 
in the interests of improving the life of the Chinese people. At the 
same time, this provides the Egyptian people with a market for the 
fruit of their labour - cotton - so that cotton cannot be used by the 
imperialists to exploit Egypt. 


Recently,when China and Egypt signed a contract for the purchase 
of Egyptian cotton by China, the Egyptian paper A1 Goumhouria wrote 
that Egyptian cotton purchases were used in the past by the Lraperie" 1 ^ 
states for blackmail and political pressure and that now Egypt wanted 
to put an end to this state of affairs. This reflects the actual 
situation. 

(continued) 
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"PEOPLED DAILY 1 * ON SINO-EGYPTIAN AGREEMENT r 


The Sino-Egyptian Trade Agreement states that both governments 
agree to set up offices of their commercial representatives and hold¬ 
ing goods exhibitions in each other's countries. These measures 
adopted by the two Governments are of great significance to the „ 
promotion of future trade between the two countries. The protocol 
for the first agreement year notes the intention of both countries to 
achieve a balance of trade. The protocol provides for a total value 
of £20 million as the volume of Sino-Egyptian trade for the first 
agreement year. This marks a great step forward from their previous 
volume of trade. 


Immediately following the signing, the China National Import and 
Export Corporation and the Egyptian Cotton Committee and the Misr 
Cotton Exporting Society of Egypt concluded a contract under which 
China will import 45,000 bales of cotton from Egypt. The China 
National Metals and Electrical Supplies Import Corporation and with 
the representative of Egyptian iron and steel import agents concluded 
a contract for the importation by Egypt of 60,000 tons of Chinese 
rolled steel. This shows the sound basis of the trade agreement and 
protocol between China and Egypt. We are convinced that given the 
joint efforts of both parties, the prospects for Sino-Egyptian trade 
are splendid. 

The trade agreement with Egypt is the first signed by China with 
a country in Africa. It shows the real possibility of strengthening 
mutual confidence and friendly co-operation between the Asian and 
African countries. It shows that the sincere wishes to broaden the 
peace area are quite attainable. Premier Chou En-lai pointed out in 
his report on the Asian-African Conference that "the Asian and African 
countries are now able to start mutual help, and there is not the 
slightest doubt that such mutual help has great prospects of develop¬ 
ment". Basing themselves on the view, the Chinese people have always 
attached importance to the promotion of mutual contact and economic and 
cultural relations between the Asian and African countries. Following 
the Asian-African Conference, China's co-operation with these countries 
has been greatly enhanced. We are prepared to make further efforts 
to develop such co-operative relations and to broaden the peace area. 
This is beneficial to the consolidation of world peace. 

The Chinese and the Egyptian peoples have a glorious history of 
their own. Both have waged heroic struggles to uphold their own 
national sovereignty and independence against foreign aggressive 
forces. The Chinese people greatly treasure the friendship, co¬ 
operation and economic and cultural relations now established with 
the Egyptian people. It is our sincere hope that, on the present 
basis, the friendly relations between China and Egypt will be 
developed and consolidated. 


pREP AfiAyjpN s m. fi m ariwa 


'A. August 26 - Indonesian Home Affairs Minister. Sunarjo, 
tat preparations for the holding of general elections had 
Every one should be alert against any attempts to 


doclarei 
been completed 

delay the elections, he said, according to the paper Duta Masiarkat 
yesterday, 


Any delay would not only make 
unstable but would bring finanei 
He disclosed that the Indonesian) 
over 600 million rupiahs for ele 


the domestic political situation 
.^1 losses to the state, Sunarjo said. 
Government had already allocated 
tion expenses, 

(continued) 
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Depteriber 10, 1955. 


CAIRO. 


/H 1 


With reference to Cairo telegram 1.0.1127 of August 26 about 
the ccmercial agreement signed between llgypi and China I have to 
report that Dr. Abou ITouaaelr, the .inister ctf Cooneroe who led 
the Tertian Mission to China, returned to Egypt by air on the 
2nd of September. 

2. He stated that China was no* a large market for surplus 
igyptian cotton and ether EQTPtian • roduota. He oonfirraed that it 
had been agreed to open ccmercial offices in both countries for the 
purpoee of supervising and encouraging trade. lie said that a 
Chinese Mission would visit Egypt shortly in older to take at ode af 
the possibilities of importing further Egyptian products and that 
a Chinese coomerolal exhibition would take place in Cairo in 
January 1956. 

5. The Minister of Canaeroe added that the value of cotton 
sold by Egypt to China amounted to about £.10 million which would 
be paid in sterling before the delivery ef the cotton. He said 
that the cotton which would be delivered ii:med lately consisted of 
1*5,000 bales, of which 5# was Aahmuni, JO. Giza 50 and l?A Karnak. 

4. I am sending a copy of this despatch to the African 
Depart m ent of the Foreign Office and to the Ccmaeroi&l Department 
at Her Majesty* a : nbasay, liking. 

I am, -ir. 

Tour obedient Servant, 




(1. Godfrey) 

II.M. hlHISTSS (COMMERCIAL) 


Assistant Secretary, 

Camacrcial Relations and Exports Deportment, 
Board of Trsda, 

LCMDON, S.W.l. 



LMX/UlB. 
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Minutes. 





1# Conmunist China and Egypt Sign Trade Agreement ; (UNCLASSIFIED) A 
trade agreement was signed on 22 Aug between Communist China and Egypt (INTSUM 
UU&O). A protocol covering the first year of the three-year agreement was sign¬ 
ed at the same time. On 26 Aug, the New China News Agency reported that the 
total value of goods to be exchanged under the one-year agreanent was 20 mi llion 
pounds sterling ($56 million). The first two contracts stipulated; 1) Comnu- 
nist China will purchase 15,000 tons of cotton from Egypt; and 2) Egypt will 
purchase 60,000 tons of rolled steel from Communist China. 

1.1 Comment ; (CONFIDENTIAL) This is the first instance noted in 
which the Chinese Conmunists have made a specific commitment for export of a 
substantial quantity of rolled-steel products. Usually it is Communist China 
who imports large quantities of steel products from European Communist Bloc na¬ 
tions with which Conmunist China has trade agreements. The proposed export of 
steel to Egyr* probablv is by vr' 1 itica 1 cc~ ' deration. 
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THE CHAIRMAN said that the Treasury had maintained 
their attitude of unconcern for nearly ten years. A decision 
on the desirability of approaching the Soviet representatives 
informally at Geneva must rest with the Foreign Office, hut 
he felt that it might yield some results. MR. H^HBERT 
emphasised that any approach would require extremely careful 
briefing; he doubted whether it would be practicable, The 
Foreign Office might, however, look at the question again 
after the tripartite discussions on the Geneva briefs. 

the group Agreed: / 

(i) that/j. I.B. should report on the results of their 
further exchanges with C.il. A. on estimates of 
Soviet annual gold production; / 

(ii) that the Treasury should be invited to explain 

more fully the reasons fcr their lack of concern 
over the size of Soviet fold output and stocks; 

(lii) thsft the Foreign Office i should be asked to 

consider again the possibility of jan informal 
approach to the Soviet delegation at Geneva in 
October. 


MR. HIBjBERT said that the briefing of ;he British agri¬ 
cultural delegation to the U. S. S. Ri would take place next 
Tuesday. If any departments had points for the delegation 
they should therefore inform the Foreign Of Tice before 
Tuesday. 

THE GROUP TOOK NOTE of Mr. Hilbert's statement. 

Item 8. Retail Price Movements and Living Costs in 

- The ~So"JTe~c~ Union -- 

MISS BijEBER said that the meeting betveen representa¬ 
tives from Foreign Office Research Department, I.R.D. , 

J. I.B. and tihe Central Statistical Office tad occured on 
31st Octoberl A report of this meeting anc of a subsequent 
meeting to bp held shortly would be sent to the Secretary of 
the E. I.G. 


THE GROUP TOOX NOTE of Miss Bieber’ syfetatement. 


€i<s> 

2 


The minutes were then agreed. 


[ Cl 15 ids 


MISS STUART said that the amount of steel which'CTHinH- * 

was to export to Egypt was more than had been exported by 
the Soviet bloc to Western Europe. MR. RITCHIE added that 
the ability of the Chinese to spare steel on this scale v/as 
surprising; possibly the agreement reflected the Communists 
desire to gain a footing in Egypt. 

MR. FORD recalled that during the suniner of 1952 
Shanghai cotton mills had ceased work for six weeks for lack 
of cotton although 1952 was a peak year for Chinese cotton 
production. Since then production had fallen while the 
population had risen considerably, so that the gap between 
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home production and requirements must now be much greater. 
Moreover, if the official claims that the peasants 1 * purchasing 
power was rising were true, the Government would have to 
provide them with some extra consumption goods such as cotton 
textiles. The paper was therefore right in concluding that 
China's demand for cotton was probably the main reason for 
the agreement. 

MR. NEWBURY agreed. He made the further point that 
China's steel consuming industries, e.g. machine-building, 
were still badly organised, widely dispersed and only 
partially nationalised, i. e. not under close Government 
control. It was therefore probable that China was short of 
the more complex types of steel but had a surplus of the 
simpler types, some of which could be exported. 

MR. NAYLOR thought that the statistical argument at the 
end of paragraph 3 of the paper was somewhat obscure. THE 
GROUP AGREED that clarification was needed. 

MR. BURR said that the second clause of paragraph 9(b) 
was far from clear and did not add to the force of the 
argument. MR. FORD agreed. He reminded the Group that in a 
speech last February Mine. Sun Yat Sen had stressed Communist 
China's ability to help South-East Asia with industrial 
exports. THE GROUP AGREED that the clause under discussion 
should be deleted. 

THE GROUP THEN APPROVED THE PAPER subject to the clari¬ 
fication of the last sentence of paragraph 3 and the 
deletion of the last clause of paragraph 9(b). 
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ECONOMIC INTELLIGENCE GROUP 


Minutes of a Meeting held at 3 p.m. on 15th September, 
1955 t in Room 329, Ministry of Defence, Metropole Buildings, 
London, W. C.2. 


Present 


Brigadier G. R. Way (in the Chair) 

Mr. J. H. Farmer 
Mr. R.A. Hithert 

Mr. K.G. Ritchie 

Mr. E. J. R. Naylor 

Mr. J. F. Ford 

Miss M. Bleber 
Mr. E. C. Burr 
Miss D. Stuart 
Mr. K.I. Wiggs 

Mr. J. Williams 

Mr. R. D, A. Newbury 

Mr. A. Todd 

Mr. H. M. Champness 

Mr. W.C. Rudkin 

Mrs. E. H. Gibson 

Mrs. E. Picknell 

Mr. S.M.B. Green (Secretary) 


Ministry of Defence, 

(J. I.B. ) 

Foreign Office, (P.U.S.D. ) 
Foreign Office, 

(Northern Dept. ) 

Foreign Office, 

(Far Eastern Dept.) 
Foreign Office, 

(Far Eastern Dept. ) 
Foreign Office, 

(Research Dept. ) 

Foreign Office, (i.R.D. ) 
Colonial Office 
Board of Trade 
Ministry of Defence, 
(J.I.B. ) 

- do - 

- do - 

- do - 

- do - 

- do - 

- do - 
C.I.A. (U.S. ) 

Ministry of Defence, 

(J. I.B.) 


I. MINUTES OF THE PREVIOUS MEETING 

Item 2. Gold Production in the U. S.8.R. 

THE CHAIRMAN said that since the last meeting C.I.A. 
had reduced their estimate of Soviet gold production, thus 
increasing the discrepancy between their figure and that of 

J. I.B. Further consideration and exchanges by C.I.A. and 
J.I.B. would therefore be necessary before an agreed esti¬ 
mate could be reached; while any approach which might be 
made to the Soviet representatives at the Geneva Conference 
in October would have to be more tentative than had origi¬ 
nally been hoped. 

MISS STUART said that in discussions with the Board of 
Trade, the Treasury had indicated their lack of concern over 
the size of Soviet production or stocks. The Board of Trade 
were not entirely convinced that the Treasury attitude was 
the right one, particularly with regard to stocks, but did 
not wish to press strongly for an approach to the Soviet 
representatives at Geneva. MR. TODD and MR. FARMER urged 
the need for more information on the subject from any source. 
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THE CHAIRMAN said that the Treasury had maintained 
their attitude of unconcern for nearly ten years. A decision 
on the desirability of approaching the Soviet representatives 
informally at Geneva must rest with the Foreign Office, hut 
he felt that it might yield some results. MR. HIBBERT 
emphasised that any approach would require extremely careful 
briefing; he doubted whether it would be practicable. The 
Foreign Office might, however, look at the question again 
after the tripartite discussions on the Geneva briefs. 

THE GROUP AGREED: 

(i) that J. I.B. should report on the results of their 
further exchanges with C. I.A. on estimates of 
Soviet annual gold production; 

(ii) that the Treasury should be invited to explain 

more fully the reasons for their lack of concern 
over the size of Soviet gold output and stocks; 

(iii) that the Foreign Office should be asked to 

consider again the possibility of an informal 
approach to the Soviet delegation at Geneva in 
October. 

Item 6. Soviet Agriculture 

MR. HIBBERT said that the briefing of the British agri¬ 
cultural delegation to the U. S. S. R. would take place next 
Tuesday. If any departments had points for the delegation 
they should therefore inform the Foreign Office before 
Tuesday. 

THE GROUP TOOK NOTE of Mr. Hibbert*s statement. 

Item 8. Retail Price Movements and Living Costs in 
Uie Soviet Union 

MISS BIEBER said that the meeting between representa¬ 
tives from Foreign Office Research Department, I.R.D., 

J.I.B. and the Central Statistical Office had occured on 
31st October. A report of this meeting and of a subsequent 
meeting to be held shortly would be sent to the Secretary of 
the E. I.G. 

THE GROUP TOOX NOTE of Miss Biebor's statement. 

The minutes were then agreed. 

2. SINO-EGYPTIAN TRADE AGREEMENT 

MISS STUART said that the amount of steel which China 
was to export to Egypt was more than had been exported by 
the Soviet bloc to Western Europe. MR. RITCHIE added that 
the ability of the Chinese to spare steel on this scale v/as 
surprising; possibly the agreement reflected the Communists* 
desire to gain a footing in Egypt. 

MR. FORD recalled that during the suraner of 1952 
Shanghai cotton mills had ceased work for six weeks for lack 
of cotton although 1952 was a peak year for Chinese cotton 
production. Since then production had fallen while the 
population had risen considerably, so that the gap between 
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home production and requirements must now be much greater. 
Moreover, if the official claims that the peasants* purchasing 
power was rising were true, the Government would have to 
provide them with some extra consumption goods such as cotton 
textiles. The paper was therefore right in concluding that 
China's demand for cotton was probably the main reason for 
the agreement. 

MR. NEWBURY agreed. He made the further point that 
China's steel consuming industries, e.g. machine-building, 
were still badly organised, widely dispersed and only 
partially nationalised, i. e. not under close Government 
control. It was therefore probable that China was short of 
the more complex types of steel but had a surplus of the 
simpler types, some of which could be exported. 

MR. NAYLOR thought that the statistical argument at the 
end of paragraph 3 of the paper was somewhat obscure. THE 
GROUP AGREED that clarification was needed. 

MR. BURR said that the second clause of paragraph 9(b) 
was far from clear and did not add to the force of the 
argument. MR. FORD agreed. He reminded the Group that in a 
speech last February Mme. Sun Yat Sen had stressed Communist 
China's ability to help South-East Asia with industrial 
exports. THE GROUP AGREED that the clause under discussion 
should be deleted. 

THE GROUP THEN APPROVED THE PAPER subject to the clari¬ 
fication of the last sentence of paragraph 3 and the 
deletion of the last clause of paragraph 9(b). 

3. THE FOOD SITUATION IN CHINA 

(a) Food Exports 

MRS. GIBSON said that there had recently been a number 
of conflicting official Chinese statements about the future 
of food exports. At the National People's Congress in July, 
Chen Yun (a Deputy Prime Minister) had given absolute 
figures which showed that grain exports had risen by 10 per 
cent in 1954. The Minister of Foreign Trade had subsequently 
declared that in 1954 grain exports were the same as in 1953 
and that they would remain at the same level for some years. 

A third official statement (in August) had then stated that 
exports would continue to increase over the period of the 
Five-Year Plan (1953-57). 

J.I.B. considered it highly unlikely that the Five-Year 
Plan policy of increasing exports would be dropped. It was 
impossible to reconcile the conflicting statements, although 
the Minister of Foreign Trade's statistics might cover 
slightly different ground from those used by Chen Yun. 
However, it was quite probable that the Minister of Foreign 
Trade was speaking for home consumption only. The increase 
in food exports envisaged would have a negligible effect on 
the food situation but might affect public opinion. 

(b) Grain Rationing 

MRS. GIBSON said that press reports had given the 
impression that grain rationing in China was due to a sudden 
deterioration in the food position. This was not the J. I.B. 
view. Some form of rationing had existed since 1953, out 
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because of local inefficiency and corruption it had failed 
to solve the main problem, which was how ti improve distri¬ 
bution. J. I. B. believed that the basic food position had 
changed little over this period: the 1954 floods had caused 
an increased strain but no breakdown. On the other hand the 
Government was failing to get as much revenue from agri¬ 
culture as it would like to, and this might well lead to a 
failure to improve living standards. 

(c) Food Statistics 

MRS. GIBSON drew the attention of the Group to a number 
of contradictions in recent Chinese statistics of agri¬ 
cultural production. 

THE GROUP TOOK NOTE of Mrs. Gibson’s statement on 
points (a), (b) and (c) above. 

MR. FORD agreed generally with Mrs. Gibson's analysis. 

He wished, however, to emphasise two facts:- 

(i) Although rationing was not new, the publication of 
national ration scales was. 

(ii) The situation last spring had undoubtedly been 

tense and there had been a severe campaign for two 
months on the thome that throughout the country 
the amount of grain being supplied must be reduced. 
It was possible that the announcement of national 
ration scales was a result of the spring emergency 
and not merely the implementation of a policy 
prepared much earlier but only followed locally and 
sporadically. 

MRS. GIBSON agreed. She felt nevertheless that distri¬ 
bution was the chief problem and that the tense situation 
last Bpring was partly caused by maldistribution. MR. FORD 
agreed. THE CHAIRMAN suggestod that many of China's current 
difficulties were due to the inefficient working of new 
machinery. He recalled the economic situation in the 
European Satellites during the first yv.ars of their existence, 
when there were similar outbursts of contradictory statements 
and the gap between announced policy and its national imple¬ 
mentation was frequently largo. MRS. GIB30N agreed and 
pointed out that this was the first time that a serious 
attempt had been made to tackle the problem of food distri¬ 
bution in China on a national scale. 

THE GROUP agreed that the main agricultural problem for 
the Chinese Government at present was distribution. 

4. ECONOMIC TIES BETWEEN THE U.3.S.R. AND THE SATELLITES 

MR. HIBBERT said that the Foreign Office were interested 
in the extent to which the U. S.S.R. might appear to release 
her grip on the Satellites without in fact doing so because 
of economic ties. The time seemed particularly opportune for 
a study of this subject since in the New Year the 
"co-ordination" of the Five-Year Plans of the various 
countries concerned was due to begin. 
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MR. WIGGS agreed. He warned the Group, however, of 
the serious gaps in intelligence on C. M. E. A. and Joint 
economic planning by the Communist countries. MR. HIBBERT 
said that the study should prove helpful to H.M. Missions in 
the Satellite countries, which lacked an up-to-date guide on 
the information most urgently required in their economic 
reporting. 

THE GROUP agreed that the Foreign Office should table a 
first draft, if possible at the next meeting of the Group. 
The study should exclude China. 

5. OTHER MATTERS 

There was no other business. The meeting closed at 
4.20 p. m. The next meeting will be held on Thursday, 

20th October, 1955, at the same time and place. 
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ISH EMBASSY , 


No, 224 ^ 
11210/8/55 


September 14, 1965, 


As I have reported in my telegrams Nob, 800, 804 and 809 of 
the 23rd, 24th and 26th of August, a Sino-Egyptian trade agreement 
valid for three years was signed in Peking on the 22nd of August 
together with a protocol covering trade during the first year of 
the agreement. I enclose the text of a communique issued on the 
26th of August. The agreement was signed by Yeh Chi-chuang, 
Chinese Minister of Foreign Trade, and Dr, Mohammed Abou Nosseir, 
Egyptian Minister of Commerce and Industry. 

2. The trade agreement provides for each country to accord 
the other most favoured nation treatment and for the establidunent 
of an Egyptian trade office in China and a Chinese trade office 
in Egypt. On his return to Hong Kong Dr. Mohammed Abou Nosseir 
told correspondents that these offices would not be set up until 
the agreement had been approved by both Governments, 

3. During the fijst year of the agreement total Sino-Egyptian 
trade is expected to amount to £20 million. The two governments 
have expressed the desire that trade should balance. On the 23rd 
of August two contracts were signed in Peking under the agreement. 
One contract was for the import by Egypt of 60,000 tons of Chinese 
rolled steel. The other was for the import by China of 45 ,000 
bales of Egyptian cotton. This contract is in addition to the 
contract for the purchase of 40,000 bales of cotton which was 
signed recently in Cairo, and to purchases of Egyptian cotton by 
China on the open market, which according to the Chinese press 
have amounted to another 6,000 bales. In an article on the 26th 
of Aug ist the People's Daily revealed that the list of goods 
annexed to the trade agreement provides for the export by Egypt of 
other goods as well as cotton, and for the export by China to 
Egypt of industrial equipment "which the imperialists have been 
reluctant to supply". This equipment would include complete sets 
of equipment for textile and paper mills. 

4. I am sending copies of this despatch to Her Majesty's 
Ambassador in Cairo and to the Commercial Relations ft Exports 
Department of the Board of Trade. 

I have the honour to be, with the highest respect. 

Sir, 

Your obedient Servant, 


The Right Honourable 

Harold Macmillan, M.P., 
etc., e tc. , etc. , 
Foreign Office. 
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Extract from the "DAILY NE’V3 K3LHA33" of 
Friday, 26th August 1956. 


) 


Communique on 
Sino-Egyptian 
Trade Talks Issued 

PEKING, Aug. 26—A communi¬ 
que was issued today on trade ne¬ 
gotiations between the People’s Re¬ 
public of China and the Republic 
of Egypt. The text of the communi¬ 
que follows: 

In accordance with the desire nf 
the Government of the People’s Re¬ 
public of China and the Govern 
menl of the Republic of Egypt to 
promote the friendship between the 
peoples of the two countries, the 
representatives of both governments 
signed on August 22, 1955 at Peking 
a three-year trade agreement to¬ 
gether with a protocol to the trade 
agreement for the first agreement 
year subject to the approval of both 
governments. 

The agreement expresses the do- 
sire of the two governments to reach 
a balance of trade. It provides for 
the most favoured nation treatment 
and the establishment of an office of 
commercial representative of the 
government in each other’s country. 
The volume of trade for the first 
agreement year is arranged at a 
total value of pounds sterling 90 
million. 

The negotiations were conducted 
in an atmosphere of goodwill and 
cordiality, and the agreements 
readied mark a further step in the 
development of trade and friendly 
relations between China and Egypt. , 
thus implementing the resolutions 
rgearding economic cooperation ad 
opted at the Asian-African Confer 
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No. 224 
11210/8/65 


Sir, 


BRITISH EMBASSY, 
rSKIBO. 

September 14, 1966. 


Ab I have reported in my telegrams Nob. 800, 604 and 609 of 
the 23rd, 24th and 26th of August, a Siaq^Egyptian trade agreement 
valid for three years wob signed in Peking on the 22nd of August 
together with a protocol covering trade during the first ear of 
the agreement. I enclose the text of a communique' it sued on the 
26 th of August. The agreement was signed by Yeh Chi-chuang, 
Chinese Minister of Foreign T^oae, ana Dr. K.ohammed Abou Hosseir, 
Egyptian Ministex* of Commerce ana Industry. 

2. The traae agreement provides for each country to accord 
the other moBt favoured nation tre? tment and for the establishment 
of an Egyptian trace office in China and a Chinese traae office 
in Egypt. On his return to Hong Kong Dr. Mohammed Abou Noseeir 
told correspondents that these offices would not be set up until 
the agreement had been approved by both Governments. 

3. During the fl»et year of the agreement total 8ino-Egyptian 
trade is expected to amount to £20 million. The two governments 
have expressed the desire that trade should balance. On the 23rd 
of August two contracts were signed in Peking under the agreement. 
One contract waB for the import by Egypt of 60,000 tone of Chinese 
rolled steel. The other was for the import by China of 46,000 
baleB of Egyptian cotton. ThiB contract Is in addition to the 
contract for the purchase of 40,000 bales of cotton which was 
signed recently in Cairo, anc to purchases of Egyptian cotton by 
China on the open market, which 6ccoruing to the Chinese press 
have amounted to another 6,000 bales. In an article on the 26th 
of Aug et the People*a Daily revealed that the list of goods 
annexed to the trade agreement provides for the export by Egypt of 
other goods as well as cotton, and for the export by China to 
Egypt of industrial equipment "which the imperialists have been 
reluctant to supply”• This equipment would Include complete Bets 
of equipment for textile and paper mills. 

4. I am sending copies of this despatch to Her Majesty*s 
Ambassador in Cairo and to the Commercial Relations A Exports 
Department of the Board of Trade. 

I have the honour to be, with the highest respect, 

Sir, 

Your obedient Servant, 


(Signed) C. O'Neill 


The Right Honourable 

Harold Macmillan, II.T., 
etc. , e tc. , etc. , 
Foreign Office. 
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ECONOMIC INTELLIGENCE GROUP 

The attached Note on the recent Sino-Egyptian Trade 
Agreement, which has been prepared in J.I.B., is circulated 
for the consideration of the Group. 

S.M.B. GREEN 
Secretary 

lUth September, 1955 
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EIG.30/55 


SINO-EGYPTIAN TRADE AGREEMENT 


Summary and Cohclusions 

A three-year trade agreement was signed in August 
between Egypt and China. Trade during the first year will 
amount to £10m. each way. Egypt will export cotton, while 
Communist China's exports are chiefly remarkable for the 
inclusion of 60,000 tons of steel, equal to about 2-3# 
of her annual output. If, as seems probable, the steel is 
being offered at something like world market prices, it is note¬ 
worthy that these are far below Chinese internal prices. The 
steel is probably of Chinese manufacture, but this is not 
certain, since China is currently importing steel. Although the 
agreement v>ill provide China with some useful propaganda 
the motives behind it seem to be primarily economics Egypt is 
anxious to sell cotton, while China needs urgently to import 
it. 

Analysis of the Agreement 

2. Prom September 1954 to July 1955 Egypt exported only 
6,000 tons of cotton to China (in June). Since July, however, 
she has sold (and almost certainly shipped) a further 13»000 
tons. This sale may in fact have been included in the new 
agreement as well as the 15,000 tons specifically mentioned, 
in which case Egypt would already have sold or earmarked about 
£8^m. of the £10m. worth of exports promised for the first 
year of the agreement. Presumably the remaining £l^m. will 
also be cotton. China has thus bought or agreed to buy 34»000 
tons of Egyptian cotton during the three months June-August 
1955 and has become one of Egypt's leading customers. (However, 
a statement attributed by the New China News Agency to the 
Egyptian Minister of Trade to the effect that the new agreement 
involves "the biggest cotton deal in Egypt's history" is highly 
disingenuous. It only makes sense if applied to inter-Government 
deals). 

3. If the 13,000 tons which China has bought since July has . 
not been included in the new agreement this would mean that, in 
order to fulfil her side of the bargain, Egypt would still have 
to export about £5^m. (say 15-20,000 tons of cotton) in addition 
to the 15,000 tons mentioned by both countries in the context of 
the agreement. Egypt would probably be willing and able to do 
this, but China might find difficulty in providing the means 

of payment. It is true that, the Chinese People's Daily of 
26th August declared that "in addition to its traditional 
exports to Egypt, China may supply industrial equipment such as 
machinery and complete textile and paper making installations." 
But it is unlikely - though not impossible - that these exports 
would amount to more than about £l£ra. (see para.2 above). 

4. There has in the past been evidence that cotton bought by 
China from Egypt has not been intended for China and has been 
shipped from Alexandria to Rumanian, Bulgarian or Polish ports; 
but for reasons given in paras.6 and 8 of this Note it is 
virtually certain that all the cotton exported under the present 
agreement will go to China as swiftly as possible. 
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5. 60,000 tons of steel is only about 2-3% of China’s 
estiated production for 1955* Its significance, however, lies 
in the fact that this is the first time China has made serious 
offers on this scale to export steel. Assuming that the Chinese 
prices are much the same as current U.K., Continental and 
Japanese export prices for similar types and sizes of steel, it 
is noteworthy that these prices are far below Chinese internal 
prices, the difference being very much greater than the 12-15% 
difference between U.K. home and export prices. 

6. Since China needs cotton badly, and since she is currently 
importing steel from both the Soviet bloc and the West, it is 
arguable that the steel for Egypt will not be of Chinese manu¬ 
facture. (A similar process of re-exporting newly imported 
goods was recently adopted by China when obtaining rice from 
Burma). On the other hand China's steel industry is new and 
expanding, whereas her steel-using industries have not 
developed far or evenly, so that production may have run ahead 
of consumption sufficiently to permit modest exports. On this 
assumption China would tend to have a surplus of simple types 
of easily-fabricated steel such as is used in construction work 
and a shortage of the more complex types. It would moreover be 
uneconomic for China to import Western or Soviet bloc steel 
for re-export to a country so far distant as Egypt. However, 
the facts are too meagre to refute the argument that China's 
steel exports to Egypt may be re-exports. 

Motives for the Agreement 

7. Prom the Chinese side the agreement mainly reflects 
China’s current economic priorities*. She undoubtedly needs 
cotton more than steel as an immediate want. Her steel output 
continues to rise satisfactorily, whereas her output of cotton, 
in which she was not entirely self-sufficient even in the peak 
production year of 1952, fell in both 1953 and 1954 and is 
unlikely to regain the 1952 level of 1.3m. tons in 1955. (This 
would in any case still fail to keep pace with the intervening 
rise in population of over 30 million;. During 1955 China has 
negotiated for high and low quality cotton from eight different 
countries, including India and Pakistan. 

8. Egypt is eager to sell. Her cotton exports have lagged 
this year - and would in fact have lagged more but for a sub¬ 
stantial rise in sales to Eastern Eguope. 

9. Thus China is a willing (though far from affluent) buyer 
and Egypt a willing seller. Yet the value and volume of goods 
involved in the agreement are unspectacular, particularly on 
the Chinese sde. This suggests that the political element in 
the agreement is secondary to the economic. Politically the 
Chinese no doubt intend to show: 

(a) that China is a good market, especially 

for exporters allegedly affected by U.S. 

"dumping"; 

(b) that China is already an industrial power 

capable of exporting steel, and that 
Western strategic export controls are 
therefore pointless. 


14th September. 1955 

k This also 
In para. 
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ECONOMIC INTELLIGENCE GROUP 

The attached Note on the recent Sino-Egyptian Trade 
Agreement, which has been prepared in J.I.B., is circulated 
for the information of the Group* 



S.M.B. GREEN 
Secretary 


16th September. 1955 
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SINO-EGYPTIAN TRADE AGREEMENT 


Summary and Conclusions 

A three-year trade agreement was signed in August between 
Egypt and China, Trade during the first year will amount to 
£10m. each way. Egypt will export cotton, while Communist 
China's exports are chiefly remarkable for the inclusion of 
60,000 tons of steel, equal to about 2-3% of her annual 
output. If, as seems probable, the steel is being offered at 
something like world market prices, it is noteworthy that 
these are far below Chinese internal prices. The steel is 
probably of Chinese manufacture, but this is not certain, since 
China is currently importing steel. Although the agreement 
will provide China with some useful propaganda the motives 
behind it seem to be primarily economic: Egypt is anxious to 
sell cotton, while China needs urgently to import it. 

Analysis of the Agreement 

2. Prom September 1354 to July 1955 Egypt exported only 
6,000 tons of cotton to China (in June). Since July, however, 
she has sold (and almost certainly shipped) a further 13,000 
tons (worth £4m.). This sale may in fact have been included 
in the new agreement as well as the 15,000 tons specifically 
mentioned (worth about £4^m.), in which case Egypt would 
already have sold or earmarked about £ 8 - 5 m. of the £ 10 m. worth 
of exports promised for the first year of the agreement. 
Presumably the remaining £l^m. will also be cotton. China 
has thus bought or agreed to buy 34,000 tons of Egyptian 
cotton during the three months June-August 1955 and has 
become one of Egypt's leading customers. (However, a state¬ 
ment attributed by the New China News Agency to the Egyptian 
Minister of Trade to the effect that the new agreement 
involves "the biggest cotton deal in Egypt's history" is 
highly disingenuous. Tt only makes sense if applied to inter- 
Gove rnment deals). 

3. If the 13>000 tons which China has bought since July 
has not been included in the new agreement this would mean 
that, in order to fulfil her side of the bargain, Egypt would 
still have to export about £5^m. (say, 15-20,000 tons of 
cotton) in addition to the 15,000 tons mentioned by both 
countries in the context of the agreement. Egypt would 
probably be willing and able to do this, but China might find 
difficulty in providing the means of payment. It is true that 
the Chinese People's Daily of 26th August declared that "in 
addition to its traditional exports to Egypt, China may supply 
industrial equipment such as machinery and complete textile 
and paper making installations." But it is unlikely that these 
exports would amount to anything like the extra £7-3j-m.* which 
China would have to export if the 13,000 tons of cotton is not 
part of the agreement. 

4. There has in the past been evidence that cotton bought 
by China from Egypt has not been intended for China and has 


- 1 - 

* Extra to the £2?m. which 60,000 tons of steel 
represents at world market prices. 













n n n c c 

u u u j D 




SECRET 


been shipped from Alexandria to Rumanian, Bulgarian, or Polish 
ports; but for reasons given in paras.6 and 8 of this Note it 
is virtually certain that all the cotton exported under the 
present agreement will go to China as swiftly as possible. 

5. 60,000 tons of steel is only about 2-3% of China's 
estimated production for 1955- Its significance, however, lies 
in the fact that this is the first time China has made serious 
offers on this scale to export steel. Assuming that the 
Chinese prices are much the same as current U.K., Continental 
and Japanese export prices for similar types and sizes of steel, 
it is noteworthy that these prices are far below Chinese internal 
prices, the difference being very much greater than the 12-13% 
difference between U.K. home and export prices. 

6. Since China needs cotton badly, and since she is currently 
Importing steel from both the Soviet bloc and the West, it is 
arguable that the steel for Egypt will not be of Chinese manu¬ 
facture. (A similar process of re-exporting newly imported goods 
was recently adopted by China when obtaining rice from Burma). 

On the other hand China's steel industry is new and expanding, 
whereas her steel-using industries have not developed far or 
evenly, so that production may have run ahead of consumption 
sufficiently to permit modest exports. On this assumption China 
would tend to have a surplus of simple types of easily- 
fabricated steel such as is used in construction work and a 
shortage of the more complex types. It would moreover be 
uneconomic for China to import Western or Soviet bloc steel for 
re-export to a country so far distant as Egypt. However, the 
facts are too meagre to refute the argument that China's steel 
exports to Egypt may he re-exports. 

Motives for the Agreement 

7- Prom the Chinese side the agreement mainly reflects China's 
current economic priorities*. She undoubtedly needs cotton more 
than steel as an immediate want. Her steel output continues 

to rise satisfactorily, whereas her output of cotton, in which 
she was not entirely self-sufficient even in the peak production 
year of 1952, fell in both 1953 and 1954 and is unlikely to 
regain the 1952 level of 1.3m. tons in 1955- (This would in any 
case still fail to keep pace with the intervening rise in 
population of over 30 million). During 1955 China has negotiated 
for high and low quality cotton from eight different countries, 
including India and Pakistan. 

8- Egypt is eager to sell. Her cotton exports have lagged this 
year - and would in fact have lagged more but for a substantial 
rise in sales to Eastern Europe. 

9- ThdB China is a willing (though far from affluent) buyer 
and Egypt a willing seller. Yet the value and volume of goods 
involved in the agreement are unspectacular. This suggests that 
the political element in the agreement is secondary to the 
economic. Politically the Chinese no doubt intend to show: 

(a) that China is a good market, especially 

for exporters allegedly affected by U.S. 

"dumping"; 

(b) that China is already an industrial power 

capable of exporting steel. 


16th September. 1955 

x This also has some bearing on the argument 
in para.6. 
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FOREIGN OFFICE, S.W.1. 

October, 1955. 


The Chancery, 
Peking. 


Far Eastern 
Dept. 


I , 


Copies (with 
enclosures) to: 


Dear Chancery, 

We refer to your despatch No. 22k of 
September 14 about the Sino-Egyptian Trade 


2. We enclose herewith a copy of a paper 
AA*‘U». <** k. 

prepared by the J.I.B. on Agr e em e n t . 

Tlr t n po | wj v provides an excellent analysis of 

. 0*4 »"> 

the Agreement.e«d hte have/aeotairR points to 
make on which we would be glad of your 
comments in due course. 


paragraph 5 to the fact that this is trie first 
time China has made serious offers/on this 




I orvtbiow. 

100C!i95l 


scale to export steel, a1though/60,000 tons 

Washington. u , i\represents only about 2-3 pejr' cent, of China’s 

' ' estimated production for 1#55. Also* 

^ bo ru VkJ , 

y t according to a* BtB.G v -mwaiAoj»i i >g»repo'rt / Sun 

C/ 1 *- Yang, Chief of the Research Department of the 

State’s Planning Commission, in an article 

reviewing this yearns economic achievements 

ft* Pi in the ’’People’8 l^aily’’ has stated that China's 
• ' c ^ / 

s' steel output in/the first half of this year 

is already close to that for the whole of 

1952. Tlyie statement tends to justify the 

, M J.I.B. jmggestion that production of steel 

may have run ahead of consumption sufficiently 

. to/perrait modest exports. Further 

~iTr—r /Confirmation of this is provided in your 
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reApurt"s~ frum Chir rs—lu Bui'hih wur^ 
enolecw*a 13,1+84 tons of steel and §+4roel 
products. We should howevergrateful 
for your comments on suggestion 

that China may be byirlding up an export 
surplus of step£\ The piling up of 
building^nu^terials reported in your 

Wr> ■■ flBI » * **** •Inn hA r.^a»«int 

Our ae ft&d l point relates to the 
question of whether even given an export 
surplus of steel and China’s self-evident 
need for raw cotton the Chinese motives in 
signing this Agreement were/more political 
than economic. The signing of the 
Agreement has meant in effect a recognition 
of the Peking Government by Cairo and may 
even be the first step towards securing 
Egyptian and Arab support generally for 
the Chinese People’s Government's claim to 
represent China at the United Nations. 
Certa^inly the establishment of a Chinese 
Trade Office in Cairo, as provided for by 
the Agreement, will p—a valuable 
outlet for Chinese propaganda. In your 
despatch under reference you quote the 
provision made in the list of goods 
annexed to the Agreement for the export by 
China to Egypt of industrial equipment 
"which the imperialists have been reluctant 
to supply". Despite the evidence^Chinese 
ability to export manufactured goods as 
reported in your letter on exports to Burma 
already referred to, this provision has all 
the icntriage, of a political gambit. 


flyc. 
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fa, We shall be interested to have your 
views and those of the Chancery at Cairo on 
the points made above. 

We are sending copies of this letter to 
Cairo and Washington. 

Yours ever, 

PAR EASTERN DEPARTMENT. 
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FOREIGN OFFICE, S.W.1. 
October 11, 1955. 


Dear Chancery, 

We refer to your despatch No. 224 of September 14 about 
the Sino-Egyptlan Trade Agreement. 

2. We enclose herewith a copy of a paper prepared by the 
Joint Intelligence Bureau which we think provides an excellent 
analysis of the Agreement. We have however one or two points 
to make on which we would be glad of your conments in due 
course. 

3. First then is the remarkable suggestion that Chinese 
steel production may have run ahead of consumption, at any 
rate in certain types of relatively simple steel products. 
Although it is difficult to credit this In view of the Intense 
constructional activity thoughout China there is some evidence 
in supoort of it. As J.I.B. point out the export of 60,000 
tons of steel to Egypt is the first example of steel export 

on such a scale (even though it is only 2.3 per cent of 
China’s estimated production of 1955). It is followed by 
news of the export of 13,484 tons to Burma (your letter 
3/0 621 of September 15). The New China News Agency recently 
published an article by the Chief of the Research Department 
of the State Planning Commission stating that China's steel 
output in the first half of this year was close to that for the 
whole of 1952. And finally there is the piling up of 
building materials as a result of the economy campaign, 
reported in your telegram 884. On the whole therefore we 
think the J.I.B. suggestion may be Justified. 

4. Secondly it Is thought that China may be aiming to have a 
permanent steel surplus available for export. Again this 
seems at first sight unlikely In view of the vast plans for 
Industrialisation. But again it is perhaps not tobe ruled 
out altogether. China's increasing population is clearly 
making it more difficult every year for her to export 
agricultural products, particularly food grains. Yet exports 
are vital if industrialisation is to proceed at the present 
pace. The Chinese may therefore be consciously planning to 
replace agricultural exports by non agricultural products. 

The very great planned increase of coal is an example. It 
seems not impossible that steel may be another. 

5. Our third point relates to the question of whether even 
given an export surplus of steel and China's ®lf-evident 
need for raw eotton the Chinese motives in signing this 
Agreement were not more political than economic. The signing 
of the Agreement has neant in effect a recognition of the 
Peking Oovernment by Cairo and may even be the first step 
towards securing Egyptian and Arab support generally for 

/the 


The Chancery, 

British Embassy, 
Peking. 
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the Chinese People's Government*s claim to represent China 
at the United Nations. Certainly the establishment of a 
Chinese Trade Office in Cairo, as provided for by the 
Agreement, will be a valuable outlet for Chinese propaganda. 
In your despatch under reference you quote the provision 
made in the list of goods annexed to the Agreement for the 
export by China to Egypt of industrial equipment "which the 
imperialists have been reluctant to supply". Despite the 
evidence of Chinese ability to export manufactured goods as 
reported in your letter on exports to Burma already referred 
to, this provision has all the appearance of a political 
gambit. 

6. We shallbe interested to have your views and those of 
the Chancery at Cairo on the points made above. 

7. We are sending copies of this letter to Cairo and 
Washington. 

Tours ever, 

PAH EASTERN DEPARTMENT. 
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14th October, 1955* 


Kefi D/48 


Dear 




F C\l3li>l ID 


At the re quest Lot Kayl-or *f *he-'Por«±gn 
Office (Par Eastern Dept/;, I am sending you 
three copies of a paper by the Economic 
Intelligence Group on the recent Slno-Egyptian 
Trade Agreement. I understand that the P.0, 
are at present awaiting replies from Peking 
and Cairo on the subject. 

The Eoonomio Intelligence Group is a small 
inter-departmental body whleh meets on the third 
Thursday of each month in the Ministry of Defence 
(J.I.B.) in Northumberland Avenue. 

I am sending a copy of this letter to Naylor. 

Yours sincerely. 


(3.M.B. GREEN) 

Secretary 


R.C.O. Hunt, Esq., 

Commonwealth Relations Office, 
Downing street, 

3.W.I. 
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FINANCIAL TIMES 

Cutting dated ... 17 . O CT IMS . 195 

EGYPT’S TRADE 
WITH CHINA | 

TO BUY MACHINERY 
UNDER 3-YEAR PACT 

From Our Own Correspondent 

CAIRO. Oct 16. 

, Further details of the £20m. 
three-year trade agreement ratified 
last month between Egypt and 
[ China were released here last night. 

China wilLsend Egypt machine 
tools, construWwp machinery and 
constructionmining equip¬ 
ment. pressin^machinery. textile 
machinery and complete plant* for 
sugar refining, flour milling, weav¬ 
ing and papermaking. 

In addition, China will export to 
Egypt a variety of foodstuffs, in¬ 
cluding gram, meat, tea and canned 
--tods. 

Egypt will export to China raw 
cotton and calcium. 

To date Egypt has purchased 
from China £2.190,000 worth of 
iron rods for building purposes and 
China has bought £6m. worth of 
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EGYPTIAN-SOVIET ARMS DEAL 

Paragraph 4 of the Secretary of Stated telegram 
Flag A No, 844 from New York refers to the conclusion of an 

agreement between China and Egypt under which China 
would supply credits and Egypt would supply cotton and 
would support China'8 application for United Nations 
membership. Monsieur Pinay produced this information 
on the basis of a report from French intelligence 
sources. 

2. The Chinese in fact announced on August 23 that a 
Sino-Egyptian trade agreement was signed in Peking on 
August 22. This was followed by an Egyptian Finance 
Ministry spokesman's announcement on August 25 that during 
the first year trade between the two countries would be 
£20 million, that the two contracting parties should 
treat each other on a most-favoured-nation basis and that 
Egypt would open offices for commercial representation in 
China, similar facilities in Egypt being accorded to the 
Chinese. At the same time the New China News Agency 
reported the conclusion of agreements covering the supply 
of 60,000 tons of steel to Egypt from China and the 
supply to China by Egypt of 45,000 bales (15,000 tons) 
of cotton. 

Flag B 3. A paper setting out the J.I.B. analysis of the 

agreement is attached to this submission. The paper 

suggests that the motives behind the agreement are 

primarily economic. China urgently requires cotton while 

Egypt has cotton to sell. While we would agree with the 
that 

J.I.B.'8 conclusion/tnere are strong economic grounds for 
the agreement, we think they underestimate the political 

/reasons •• 
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reasons for it, which are also strong, Egypt still nominally 
recognizes Cttang Kai-shek, This agreement virtually puts an 
end to that. It may be an opening wedge to general recog¬ 
nition of Peking by the Arab bloc. No doubt the Chinese 
hoped the Egyptians would vote for them in the United Nations 
but there can have been no agreement to this effect since 
Egypt in fact abstained on the "moratorium" resolution last 


4, This last fact would appear to cast doubt on Monsieur 

Pinay's information that the Chinese would grant credits to 
of 

Egypt. In any case it seems/doubtful reliability as the 
Chinese are in no position to do so. They will have 
difficulty enough in finding the steel they have under¬ 
taken to ship. 

Conclusions 

5. The Chinese-Egyptian agreement may have some connexion 
with recent Soviet moves in the Middle East but on the whole 
this seems unlikely. The agreement is needed by the 
Chinese for their own economic and political reasons. 


n; 


-(tT.T. Crowe) 
September 28, 1955. 


Copy : African Department 

4 \r^eJZX 4 Xr< 
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% SECRET 

FROM REV YORK TO FOREIGN OFFICE 
(United Kingdom Delegation to the United Nations) 

C ypher/OTP FOREIGN OFFICE SECRET AND 

WHITEHALL SECRET DISTRIBUTION 

Sir P. Dixon D. 11.37 p.m.September 27» 1955.L.T. 

No, 844 R. 9.50 a.m.September 28, 1955. 

September 27, 1955. 

IMMEDIATE 

SECRET 

Addressed to Foreign Office telegram No. 844 of September 27. 
Repeated for information to Washington 

Cairo Moscow 

B.M.E.O. Paris 

Following from Secretary of State. 

Cairo telegram No. 1330: Egyptian Soviet Anas Deal. 

I have discussed the matter fully with Mr. Dulles. We both 
consider that the proposed arms deal with Russia must be regarded 
as a very serious matter. Clearly it may be the beginning of a new 
Soviet offensive designed to break up our position in the Middle 
East. It may open the way to infiltration of Soviet arms through 
Libya into North Africa and beyond. We are therefore proposing 
to speak to Mr. Molotov in strong terms about it when we meet him 
at dinner tonight. M. Pinay, who claims to have more information 
than either of us (see paragraph l below), has agreed to act with us. 

2. We shall take the line that this action by the Soviet 
Union is incompatible with the spirit in which we hope to meet 
Mr. Molotov next month. We shall point out that our policy of 
limiting arms supplies to the Levant is dictated by the desire to 
prevent dangerous tensions and to contain the Arab/lsrael 
controversy; and that for the Soviet Union to begin supplying 
arms in this field could only be interpreted as deliberate and 
mischievous attempt to increase tension and threaten peace. 

3. Meanwhile Mr. Dulles and I are sending instructions to 
our Ambassadors in Cairo to make another attempt to persuade Nasser 
to abandon the deal. My telegram to Sir H. Trevelyan is being 
repeated to you. 

1.. M. Pinay has given us the following information derived 
from a French intelligence source. In July a Soviet Commissar 

/visited 

















visited Egypt. The resultant agreement related not only 
to the supply of munitions (M. Pinay said his figures were 
higher than those we had quoted) hut also contained provisions 
hy which 

(a) The Soviet Union would support the Arab cause against 
Israel, and 

(b) Egypt would increase agitation in French North 
Africa. 

M. Pinay further told us that in August an agreement had been 
concluded between Egypt and Communist China. China was to 
furnish credits and Egypt to supply cotton and Egypt was to 
support China for membership of the United Nations. I cannot 
assess the validity of these reports which strike me, at 
first sight, as probably coloured by French apprehensions 
regarding North Africa. 

Please repeat to Cairo, B.M.E.O. Moscow and Paris as 
my telegrams Nos. 86, 41» 61 and 72 respectively. 

[Repeated to Cairo, B.M.E.O. Moscow and Paris], 


ADVANCE COPIES TO : 

Private Secretary 
Sir H. Caooia 
Mr. Pink 

Head of African Department 
Head of Levant Department 
Mr. Turton 



















SECRET 




eig.3o/55/final 

ECONOMIC INTELLIGENCE GROUP 

The attached Note on the recent Sino-Egyptian Trade 
Agreement, which has been prepared in J.I.B., is circulated 
for the information of the Group. 

S.M.B. GREEN 
Secretary 


16th September. 1955 


SECRET 
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SECRET 


EIG. 30/55/*^^ 


SINO-EGYPTIAN TRADE AGREEMENT 


Summary and Conclusions 

A three-year trade agreement was signed in August between 
Egypt and China. Trade during the first year will amount to 
£10m. each way. Egypt will export cotton, while Communist 
China 1 s exports are chiefly remarkable for the inclusion of 
60,000 tons of steel, equal to about 2-3% of her annual 
output. If, as seems probable, the steel is being offered at 
something like world market prices, it is noteworthy that 
these are far below Chinese internal prices. The steel is 
probably of Chinese manufacture, but this is not certain, since 
China is currently importing steel. Although the agreement 
will provide China with some useful propaganda the motives 
behind it seem to be primarily economic: Egypt is anxious to 
sell cotton, while China needs urgently to import it. 

Analysis of the Agreement 

2. Prom September 1954 to July 1955 Egypt exported only 
6,000 tons of cotton to China (in June). Since July, however, 
she has sold (and almost certainly shipped) a further 13,000 
tons (worth £4m.). This sale may in fact have been included 
in the new agreement as well as the 15,000 tons specifically 
mentioned (worth about £4^m.), in which case Egypt would 
already have sold or earmarked about £8^m. of the £10m. worth 
of exports promised for the first year of the agreement. 
Presumably the remaining £l^m. will also be cotton. China 
has thus bought or agreed to buy 34,000 tons of Egyptian 
cotton during the three months June-August 1955 and has 
become one of Egypt*s leading customers. (However, a state¬ 
ment attributed by the New China News Agency to the Egyptian 
Minister of Trade to the effect that the new agreement 
involves "the biggest cotton deal in Egypt's history" is 
highly disingenuous. It only makes sense if applied to inter-] 
Government deals). 

3» If the 13,000 tons which China has bought since July 
has not been included in the new agreement this would mean 
that, in order to fulfil her side of the bargain, Egypt would 
still have to export about £5^m. (say, 15-20,000 tons of 
cotton) in addition to the 15,000 tons mentioned by both 
countries in the context of the agreement. Egypt would 
probably be willing and able to do this, but China might find 
difficulty in providing the means of payment. It is true that 
the Chinese People's Daily of 26th August declared that "in 
addition to its traditional exports to Egypt, China may supply 
industrial equipment such as machinery and complete textile 
and paper making Installations." But it is unlikely that these 
exports would amount to anything like the extra £7^m.* which 
China would have to export if the 13,000 tons of cotton is not 
part of the agreement. 

4» There has in the past been evidence that cotton bought 
by China from Egypt has not been intended for China and has 


- 1 - 

x Extra to the £2jm, which 60,000 tons of steel 
represents at world market prices. 
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been shipped from Alexandria to Rumanian, Bulgarian, or Polish 
ports; but for reasons given in paras.6 and o of this Note it 
is virtually certain that all the cotton exported under the 
present agreement will go to China as swiftly as possible. 

5. 60,000 tons of steel is only about 2-3% of China's 
estimated production for 1955. Its significance, however, lies 
in the fact that this is the first time China has made serious 
offers on this scale to export steel. Assuming that the 
Chinese prices are much the same as current U.K., Continental 
and Japanese export prices for similar types and sizes of steel, 
it is noteworthy that these prices are far below Chinese internal 
prices, the difference being very much greater than the 12-15% 
difference between U.K. home and export prices. 

6. Since China needs cotton badly, and since she is currently 
importing steel from both the Soviet bloc and the West, it is 
arguable that the steel for Egypt will not be of Chinese manu¬ 
facture. (A similar process of re-exporting newly imported goods 
was recently adopted by China when obtaining rice from Burma). 

On the other hand China's steel industry is new and expanding, 
whereas her steel-using industries have not developed far or 
evenly, so that production may have run ahead of consumption 
sufficiently to permit modest exports. On this assumption China 
would tend to have a surplus of simple types of easily- 
fabricated steel such as is used in construction work and a 
shortage of the more complex types. It would moreover be 
uneconomic for China to import Western or Soviet bloc steel for 
re-export to a country so far distant as Egypt. However, the 
facts are too meagre to refute the argument that China's steel 
exports to Egypt may be re-exportB. 

Motives for the Agreement 


7. Prom the Chinese side the agreement mainly reflects China's 
current economic priorities*. She undoubtedly needs cotton more 
than steel as an immediate want. Her steel output continues 

to rise satisfactorily, whereas her output of cotton, in which 
she was not entirely self-sufficient even in the peak production 
year of 1952, fell in both 1953 and 1954 and is unlikely to 
regain the 1952 level of 1.3m. tonB in 1955* (This would in any 
case still fail to keep pace with the intervening rise in 
population of over 30 million). During 1955 China has negotiated 
for high and low quality cotton from eight different countries, 
including India and Pakistan. 

8. Egypt is eager to sell. Her cotton exports have lagged this 
year - and would in fact have lagged more but for a substantial 
rise in sales to Eastern Europe. 

9* ThuB China is a willing (though far from affluent) buyer 
and Egypt a willing seller. Yet the value and volume of goods 
involved in the agreement are unspectacular. This suggests that 
the political element in the agreement is secondary to the 
economic. Politically the Chinese no doubt intend to show: 

(a) that China is a good market, especially 

for exporters allegedly affected by U.S. 

"dumping"; 

(b) that China is already an industrial power 

capable of exporting steel. 


16th September. 


x This also has some bearing on the argument 
in para.6. 
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BRITISH EMBASSY, 
CAIRO. 

1 October 5, 1955 


f 


t \(o 




Dear Department, / 1 

With reference to our Tel. No. 1127 of August 26, 1955* 


It was announced in the press on September 27 that the 
Egyptian Ministry of Foreign Affairs had already taken the 
necessary steps to establish an Egyptian commercial office 
in Peking. 

2. This office would be staffed by a Commercial Counsellor, 
a Commercial Attachfe and an archivist to begin with. Mr Midhat 
El Far, Deputy Director of the Department of Economic Affairs 
at the Ministry of Foreign Affairs will be the first 
Commercial Counsellor, according to the announcement in the 
press. 

3. We intend to make contact with Mr. El Far and will let 
you and the other recipients of this letter have some details 
about him. 


4. We are sending a oopy of this letter to the Treasury, 
Commercial Relations and Exports Department of the Board of 
Trade and to the Commercial Dept, at Peking. 


Yours ever. 


African Department, 
Foreign Office, 
LONDON S.W.l. 


COE ERCIAL DEPJ 
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PEKING October 19 - Over -2 million oop.'.es of 38 of Lu Hsun's work; 
have been put out by the People's Literature Publishing House in 
the past 4 years* This is far above the total printed during 20 
years before liberation. The 19th anniversary.of the death of Lu 
Hsun, father of modern Chihese literature, falls today. 

This year, the second edition of.Lu.Hsun's "The True Story of A . 1 
was put:out in 100,000 copies. The collection of his short stories 
ran to 4 prints. New annotated editions of other works by Lu Hsun 
will come off the press this year. 


English versions of selected storie|£ 61 lu hSUh ’sLHTTlIS 
have been published. 
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trade agree ment ^proved 




PEKING "October l*f - The trade agreement between the. Government - 
the Peopled Republic of China and the Government of the Republic- 
Egypt has been approved by the two Governments. The text of the 
agreement Tead&s 


The Government of the People's Republic of China and the Goveriii 
of -the Republic of Egypt, for the purpose of strengthening tha 


friendship bet we en the Governments and peoples o f China and Egypt, 
of"anhancing the economic co-operation between the two countries, and 


of developing the trade relations between the two countries, have 
concluded the trade agreement as follows: 


Article One . Both Governments cherish the same desire of reaching 
a balance of imports and exports in the trade between China and Egypt 
and will do their utmost to promote and enlarge the trade between tb*- 
two countries. During the validity of this agreement, both parties 
shall negotiate and fix the volume of trade for the following year 
three months before the end of each agreement year.• 


Article Two . Both parties agree that the respective list of export 
to the other country Is made out into two annexed schedules "A" ard 
: 'B", and these two schedules are inseparable parts of this agreement 
Both Governments shall issue, subject to the laws and regulations ' 0 
the two countries being in force, the necessary import and export 
licences to the commodities listed 7 in the ann^-vpH «?r»b<»dVles. t'A" ?r >' 1 ' 
This agreement shall not preclude the trade t~. commodities not mentis 
in the annexed schedules "A" and "B". 

Article Three . Both parties agree to grant each other the most 
favoured nation treatment in respect of issuing export and import 
licences and of levying custom duties with the following exception. 

(a) Special advantages which the Government of the People's 
Republic of China has granted, or may grant in the future, to any of 
tho neighbouring countries. 


(b) Special advantages which the Government of the Republic of 
Egypt has granted, or may grant in the future, to any of the Arab an 
neighbouring countries. 


(c; Prohibitions or restrictions imposed for the protection of 
public health or protection of plants or animals against diseases, 
degeneration or extinction. 


(continued) 























PYONGYANG October 19 - A Japanese Diet mission arrival here by 
plane yesterday. The mission was invited by-Lee Yirng./Chairman 
of the Supreme People r s Assembly of the Democratic People’s Republic 
of Korea. / 

Led by Sadao Furuya, the mission members are Sbigeru Hara, Mitsuji. 
Nagaoka, Takatsu Seido, Tamotsu Hasegawa, Ryosak/ Sasaki, Einosuke 
Maeda, and Hisato Ishino. / 

In a speech of welcome at tfie airfield, Hong Ki Whan, Vice-Chairman 
of the Korean Supreme People's Assembly said; "We are firmly 
convinced that mutual visits and contacts between Parliamentary 
members and state activists are one of the/best ways toward a better 
understanding of the true aspirations and/sentiments of a people and 
country and an atmosphere of mutual confidence which is vitally 
necessary at the present time." He expressed confidence that the 
visit of the Japanese Diet members to Korea would greatly help to 
improve relations between the two countries in the future. 

Sadao Furuya thanked the Korean Supreme People’s Assembly and the 
Korean people for the welcome extended. He expressed regret that 
mutual friendship and intercourse between Japan and Korea had been 
hampered, despite the fact that the two countries were neighbours. 

He hoped that this visit would contribute to the well being and peace 
of the peoples of the two countries and lasting peace in Asia and the 
world. 

The Chairman of the Korean Supreme People's Assembly Lee Yung, 
received the members of the/mission yesterday and gave a banquet in 
their honour the same evening. 

/ _ „ 

/ . 

WORLD JOURNALISTS BBBJttt IK SOFIA 

SOFIA October 19 -/The Executive Committee of the International 
Organisation of Journalists held a two-day meeting here ending 
yesterday. It was attended by representatives and guests from 20 
countries. j 

Jaroslav Knobloch (Czechoslovakia), General-Secretary of the 
organisation, made the report summarising the work of the organisation. 
He said that it had become the biggest international journalists 
organisation, having a total membership of over 60,000 in 51 countries'. 


The meeting adopted a resolution approving a number of measures 
taken by the Secretariat of the organisation aimed at opening 
negotiations with the International Federation of Journalists to 
establish co-operation with it and restore the unity of the journalists 
of the world. 

The Executive Committee also decided to withdraw its former 
resolution of expelling the Yugoslavia Journalists Union from the 
organisation. 

Attending the meeting on behalf of China were Li Ping-chuan and 
Chen Ly-ang. 
















Article Four . In the absence of a payments agreement between the 
two countries, payments between the two countries shall be effected by 
irrevocable letters of credit in transferable pounds sterling or in 
any other currency acceptable to both parties. Such letters of credit 
shall be opened before shipments are made, by the authorised foreign 
exchange banks in the territories of the two countries directly with 
each other. Reimbursement will be effected in the usual manner. 

In case exports from Egypt to China are paid for by China in 
transferable pounds sterling, such payments will benefit from the 
"import entitlement account procedure" in accordance with the prevail¬ 
ing regulations in Egypt. 

Article Five . Both parties agree that the terms of commodity 
inspection and arbitration will be specified in each individual 
contract. 

Article Six . For the purpose of developing the trade between the 
two countries, both Governments agree that the Government of the 
Peopled Republic of China will establish an office of commercial 
\ representative of the Government of the People 1 s Republic of China in 
| the Republic of Egypt, and that the Government of the Republic of 
j Egypt will establish an office of commercial representative of the 
J Government of the Republic of Egypt in the People’s Republic of China. 
Both Governments also agree to accord the office of commercial 
representative of the other party courtesies, security, protection and 
all facilities for carrying out their works. 

Article Seven . Both parties agree to hold commodity exhibitions in 
'each other's country and to extend to the other party within the laws 
j and regulations all kinds of facilities for holding such commodity 
J exhibitions. 

I Article Eight . In matters concerning banking and insurance, 
preference should be given to national companies of either contracting 
party. Choice of commercial business agents shall be restricted 
to nationals of China and Egypt. 

Article Nine . This agreement shall come into force after the 
approval of the two Governments and shall remain in force for a period 
of 3 years. This agreement may bo extended or amended by the negotia¬ 
tions of both parties three months before its expiration. 

This agreement is signed in Peking this 22nd day of August 19 55 j 
in two copies, each written in the Chinese, Arabic and English 
languages, and three texts being equally authentic. 

(Signed) Yeh Chi-chuang. 

For the Government of the People's Republic of China. 

(Signed) Mohamed Abou Nosseir 
For the Government of the Republic of Egypt. 

Schedule "A'» 

List of exports from the People’s Republic of China to the Republic 
of Egypt. 


1. Steel materials includingt 


(continued) 
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Square steel bar, round steel bar, flat steel bar, angle steel bai 
and various kinds of construction, ateel^-.... . . .. . 


2. Machineries including: 

''!) Metal-cutting machines including; shaper, horizontal boring 
machine, lathe, milling machine and other machine tools. 

•(2) Forging and pressing machineries including: 

Pnehmatic hammer, pressing machine, punching machine, shearing ’ 
machine and others. 

(3) Construction machineries including: various kinds of cranes, 
•cement.mixing machine, road marshall and other power-generating 

machines. 

(4) Mining machineries including: hoists,, crusher, various type? 
of high pressure punps, ccal cutter and others. 

(5) Textile machineries including: scutcher, carding maohine, 

speed frame, various kinds of spinning spindles, automatic shuttle- 
changing loom and others. __ 

(6) Complete plants including: complete cotton spinning and 
weaving mill, complete'paper mill;-, complete sugar refinery and comp” .c 
flour mill. 

(7) Telecommunications apparatus including: automatic telephone- 
telephone exchange, long distance telephone exchange, receiver and 
transmitter, amplifier, telephone wire and others. 

3* Building materials including: 

Sanitary equipment, timber, plywood, ironwire, iron nail, glass, 
refractory materials, asbestos cement board and others. 

Chemical raw materials including: 

Soda ash, caustic soda, sodium sulphide, sulphur black, phenol^ 
copper sulphate, monochlorobenzene, dinitroch lorobenzene, bleaching 
powder and others. 1 ■ . 

5. Sundry commodities including* 

Pape; general merchandise, cultural supplies, enamelware, thermos 
flask, sewing machine, woollen cloth, leather products, domestic 
alectrie appliances and others. 

6. Minerals including: 

Alum, antimony, talc powder, talc lump, arsenic oxide, gypsum, 
orphiment, 

7. Cereals, oils and fats including: 

Soya-bean, groundnut kernel, pulses, vegetable oils andvarious 
kinds of oil-seeds and oils. 

8- Animal by-products including: 

Sheep, wool, cashmere, skins, carpet, sheep intestine and others. 

9o Foodstuffs including: f , : i •, 

Canned goods, frozen beef and mutton, egg products, vermicelli, 
walnut meat, apricot kernel, walnut, raisins, melon seed, lotus-seed, 
bees’ honey, dried black fungus, dried lily and others. 

(continued) 














10. Tea including: 

Black tea, green tea, black brick tea and others. 

11. Native produces including: 

Hemp, ramie, tobacco leaves, rosin, white wax, bees* wax, liquorice 
cassia lignea, star anise, menthol crystal, peppermint oil. musk, 
rhubarb, fennel, porcelain, handicrafts, straw braid and others. 

12. Silk and silk piece goods ; including: 

Raw silk, spun silk, yarn, doupin silk, raw silk piece goods, native 
silk piece goods, fuji silk and other silk piece goods. 

Schedule "B" 

List of exports from the Republic of Egypt to the People 1 s Republic 
of China. 

1. Raw Cotton. 

2. Calcium superphosphate.^ 


PaO^CPi^ .TQ^I NQ r ^GYP T IA N ., . Tfi A fiS A CC.ORfi APPJMSB 

PEKING October - The protocol to the trade agreement between 
the Government of the People*s Republic of China and the Government 
of the Republic of Egypt for the first agreement year has been 
approved by the two Governments. The text of the protocol reads: 

According to the provisions of Article One of the trade agreement 
signed between the Government of the People's Republic of China and the 
Government of the Republic of Egypt (hereinafter called the trade 
agreement) this date, the following has been agreed upon for the first 
agreement vear (a period of 12 months as from the date of its coming 
into force): 

Article One . The People's Republic of China have definitely under¬ 
taken to purchase from Egypt cotton and o$her commodities as listed 
in Schedule "B" of the trade agreement for a total vaiie of pounds 
sterling 10,000,000. 

Purchases by the Republic of Egypt from China of Chinese commodi¬ 
ties as listed in Schedule "A" of the trade agreement include: • 

(a) Those covering the amount of pounds sterling 2,000,000 which 

have definitely been undertaken to be purchased, and 

(b) Those covering the amount of pounds sterlihg 8,000,000 subject 
to further discussions. 

The Government of the Republic of Egypt will do their utmost to 

promote the trade between the two countries to such an extent that a 

balance of the trade may be reached. 



Article Two . The two parties agree that the position of receipts and 
payments between the two countries shall be reviewed once every 3 
months beginning from the date of the coming into force of the trade 
agreement. In the event of any disequilibrium being found, both parties 
agree to consult each other immediately in an endeavour to close the 
gap by the following measures. (continued) 












(a) Increase of imports from the deficit country by the cointry 
with favourable balance; 

\| (b) Delivery by the deficit country to the other party of products 

|[of a third country; 

if Tc) Transfer of credit balance held by the deficit country with ** 
Hthird country, subject to the agreement of all parties concerned; 

(d) Delivery of exports from the deficit country to the other 

( party for resale to a third country, subject to prior approval of the 
exporting country. 

Article Three . In order to facilitate the ascertaining of the 
position of receipt and payments between the two countries, the exchan 
control authorities in the two countries shall maintain parallel 
memory accounts recording all the receipts and payments between the 
two countries. The technical details for maintaining such memory 
accounts shall be negotiated and arranged by the exchange control 
authorities of both parties. 

Article Four . The kind, quality and price of commodities shall be 
acceptable to both contracting parties. 

Article Five . This protocol shall como into force as from the dat. 
when the trade agreement between the Government of the People’s 
Ropublic of China and the Government of the Republic of Egypt becomes 
effective. This protocol is valid for one year and^during its 
validity, it is an integral part of the trade agreement. 

This protocol is signed in Peking this 22nd day of August 1955* in 
two copies, each written in the Chinese, Arabic and English languages 
and three texts being equally authentic. 

(Signed) Yeh Chi-chuang 

For the Government of the People's Republic of China. 

(Signed) Mohamed Abou Nosseir 

For the Government of the Republic of Egypt. 


C.HJNESS ARTISTS PERFORM IN BULGARIA 

SOFIA October 19 - The Chinese folk music and acrobatic^ 
gave a performance here on the evening of October 17. 

Among those present were leading members of thp^Sulgarian 
Communist Party and Government including G. D^atfanov. G. Chankov, 

I. Mikhailov and G. Traikov and Bulgarian>»trftural figures. 

Chinese Ambassador to BulgariaJShtfu Chu-an and members of the 
diplomatic corps were also prpe<mt. 

At the end of thej^rformance, representatives of t)ie Bulgarian 
Ministry of Cultur»>^nd tho Bulgarian Liaison Committee for Friendship 
and Cultural R^ltfxions with Foreign Countries extended congratulation: 
to the Chinese artists on their performance. 
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“Sift Of; 


BRITISH EMBASSY, 




RESTRICTED 

11210/11/01 


Sir, 


PEKING. 


__October 27, 


193o. 


ft 


r 


k3 'H 


I Have the honour to transmit to you ^herewith the texts 
of a Sino-Eg,ptian traae agreement and traae protocol, the 
signature or which in Peking on the-'Band of August was 
reported in my despatch No. 224 Of the 14th of September. 

The texts have been published following the approval of the 
Agreement and protocol by both Governments. 


a. The schedules of commodities attached to the Traae 
Agreement set out the goods for which export and import 
licences are to be granted by both countries. The list of 
Chinese exports contains many industrial products, including 
mining uacninery, complete textile and paper mills, and 
telecommunications equipment, ‘but you will see from Article 1 
of the protocol covering the first year's trade under the 
Agreement that in the original negotiations in August no 
decision was reached on the composition of £8 million of the 
£10 million worth of goods which Egypt is supposed to buy 
from China during this period, and the natter was left over 
for further uiscussion. It may be that the Chinese are 
having difficulty, as in their arrangements with Ceylon ana 
Buruja, in finding goods among their normal list of exports 
which the Egyptians want, but that their need for cotton is 
such that they are prepared to e>port machinery which they 
are only just beginning to manufacture themselves anu which 
they would prefer to use for their own Five Year P±an. Or 
the industrial products may be included in the list merely 
to impress the outsiue ..orld with China's industrial progress 
and only token quantities may be exported. Until we see how 
trade under the Agreement is carried out such suggestions, 
must ue merely speculative. 


b, I am sending copies of this despatch to Her 
Majesty's Ambassador in Cairo and to the Commercial 
Relations and Exports Department of the Board of Traae. 


I have the honour to be, with the highest respect, 
Sir. 

Your obedient Servant, 


t 



The Right Honourable 

Harold iviacmillan, h.P., 
Foreign Office. 


J 
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Chairman MaoTse-tung 
Receives, Fusanosuke 
Kuhara 

PEKING, Oct. 14^lao Tse-tung, 
Chairman of the Chinese People's 
Republic, today received Fb^anosuke 
Kuhara, Chairman of the Ja>^nese 
National Council for the Restoration 
of Diplomatic Relations with ChlnA. 
and the Soviet Union. 

Fusanosuke Kuhara was accom 
panied by Kan Majima, Tadayoshi 
Obata, -Sadaichl Nishikawa, Toza- 
buro Kuhara and Fumiko Kuhara. 

Chairman Mao Tse-tung had pre- , 
viously received Fusanosuke Kuhara I 
on the afternoon of October 2 . 

Premier Chou En-lai was present 
• on both occasions. 

Chairman MaoTse-tung 
Sees Japanese 
Performance 

PEKING, Oct. 14—The Japanese 
Kabuki Troupe left here by special 
train for Shanghai this evening on 
a performance tour. It gave eight 
performances during its stay In the 
capital. 

Chairman Mao Tse-tung, Chair¬ 
man of the Standing Committee of 
the National People’s Congress Liu 
Shao-clil, Premier Chou En-lai and. 
other leaders of the country h a4 
seen the performances of the Japan¬ 
ese artistes. 

After seeing the perfopfiance, 
Chairman Mao Tse-tung deceived 
Kunizo Matsuo, head, Ennosuke 
Ichikawa, chief actor p nd director, 
and Tomlo Narasaky deputy head, 
of the troupe an^ many leading 
actors. / 

Among those/Who saw the Japan¬ 
ese artistes off-at the railway station 
here were; /Tang Han-sheng, Vice- 

P of the Chinese People's 
for Cultural Relations 
gn Countries; Tien Han, 
of the Union of Chinese 
its, and many writers and 

: r 1:1 


While in Peking, the Japanese 
artistes attended the National Day 
celebrations, held talks with Chinese 
writers and artists> They also saw 
performances of Peking opera, 
modern opera, dancing and 
acrobatics. They visited the Nation¬ 
al Peking Opera Theatre, the Central 
Theatrical Institute of China and 
the Peking School of Dancing. They 
also visited exhibitions and places 
historical interest. 

1 The Kabuki troupe is being led by 
Ennosuke Ichikawa, chief actor and 
director, and Tomio Narasaki, de¬ 
puty head, oiAhe troupe, on its tour 
to, Shanghai. TQpnizo Matsuo, head 
| or the troupe, wlk, leave for home 
from Peking. ' v 


Premier Chou Ervdai 
Receive* Masao 
Tajima 

PEKING, Oct. 14^-Premier Chou 
En-lai received MjfSao Tajima, Head 
of the Japanese industrial and Busi¬ 
ness Delegation, this* morning. 

Present q< 1 the occasion were Nan 
Han-chen, Chairman, Lei Jen-min 
and Li, Chu-chen, vice-chairmen, of 
the China Committee for the Promo¬ 
tion of International Trade, and Lu 
Hsu chang, member of the com¬ 
mittee. 

Premier Chou En-lai 
Receives Ceylonese 
Delegates 

PEKING. Oct. 14—Premier Chou 
En-lal to-night received the mem¬ 
bers of the Trade Delegation of the 
Ceylonese Government. The dele¬ 
gation is headed by S. C. Shirley 
Corea, Ceylonese Minister of Com¬ 
merce, Trade and Fisheries. 

Present on the occasion were Li 
Che-jen, Acting Minister of Foreign 
Trade; Lei Jen-min, Vice-Minister of 
Foreign Trade; and Chang Han-fu, 
Vice-Minister of Foreign Affairs. 


Soong Ching Ling 
Receives 
Japanese Visitors 

PEKING, Oct. 14—Soong Ching 
Ling. Vice-Chairman of the Stand¬ 
ing Committee of the National Peo¬ 
ple’s Congress, this morning re¬ 
ceived Fusanosuke Kuhara', Head of 
the Delegation to China of the 
Japanese National Council for the 
Restoration of Diplomatic Relations 
with China and the Soviet Union. 

Kuhara was accompanied by his 
son Tozaburo and his daughter 
Pumlko. 

Vice-Premier 
Receives German 
Women’s Delegation 

PEKING, Oct. 14—Vice-Premier 
'Chen Yi this morning received the 
AiN^erman Women's Delegation 
headeXby Mme. Kathe Kern. 

Present- were Hsu Kuang-ping, 
Vice-President, and Tsao Meng- 
chun, member trf the Secretariat, of 
the All-China Democratic Women’s 
Federation; and Chen Po-chlng, 
Deputy Director of the Department 
of the Soviet Union and Ea^t Euro¬ 
pean Affairs of the Foreign Mini- 


Protocol to 
Sino-Egyptian Trade 
Accord Approved 

PEKING, Oct. 14—The Protocol 
to the Trade Agreement between the 
Government of the People’s Re¬ 
public of China and the Government 
of the Republic of Egypt for the first 
ag eement year has been approved 
by the two governments. The text 
of the protocol reads: 

According to the provisions of 
Article 1 of the Trade Agreement 
signed between the Government of 
the People's Republic of China and 
the Government of the Republic of 
Egypt (hereinafter called the Trade 
1 Agreement) this date, the following 


FO 371 /115093 










n n n p l. 
u u u u O 


has been agreed upon for the first 
agreement year, (a period of 12 
months as from the date-of-its com¬ 
ing into force): 

Article. I,: 

The People’s Republic of China 
"have definitely undertaken to pur¬ 
chase from Egypt cotton and other 
commodities. as. listed in Schedule 
"B" of the Trade Agreement for a 
total value of Pounds Sterling 10 
Million. 

Purchases by the Republic of 
Egypt from China of Chinese com¬ 
modities ?,s listed in Schedule “A” 
of the Trade Agreement include: 

(a) those covering the amount of 
Pounds Sterling Two Million which 
have definitely been undertaken to 
be purchased, and 

(jj) those covering the amount of 
Pound* Sterling Eight Million sub¬ 
ject to further discussions. 

The Government of the Republic 
of Egypt will do their utmost to 
promote the trade between the two 
countries to such an extent that a 
balance of the trade may be reached. 
Article 2. 

The two Parties agree that the 
position of receipts and payments 
between the two countries shall be 
reviewed once every three months 
beginning from the date of the com¬ 
ing into force of the Trade Agree¬ 
ment. In the event ol any dis¬ 
equilibrium being found, both Par¬ 
ties agree to consult each other 
immediately in an endeavour to 
close the gap by the following 
measures: 

(ft) increase of imports from the 
deficit country by the country with 
favourable balance; 

(b) delivery by the deficit country 
to trie other Party of products of a 
third country; 

(5) transfer of credit balance held 
by the deficit copqfry with a third 
country, subject to the agreement 
of all parties concerned; 

(i) delivery ol exports from the 
deficit country to the other Party 
for re-sale to a third country, sub¬ 
ject to prior approval of the export¬ 
ing country. 

Article 3. 

fn order to facilitate the ascertain¬ 
ing of the position of* receipts and 
payments between the two countries, 
the Exchange Control Authorities In 
the two countries shall maintain 
parallel Memory Accounts recordirig 
all the receipts and payments be¬ 
tween the two countries. The 
technical details for maintaining 
such Memory Accounts shall be 
negotiated and arranged by the Ex- 
Page 130 


change Control Authorities of both j 
Parties. 

Article '4. 

The kind, quality, and price of 
commodities shall be acceptable to | 
both Contracting Parties. 

Article 5. 

This Protocol shall come into | 
force as from the date when the 
Trade Agreement between the Gov¬ 
ernment of the People’s Republic of 
China and the Government of the 1 
Republic of Egypt becomes effective. 
This Protocol is valid for one year 
and during its validity, it is an 
integral part of the Trade Agree¬ 
ment. 

This Protocol is signed in Peking 
this 22nd day of August 1955, in 
two copies, each written in the Chi¬ 
nese, Arabic and English languages, 
and three texts being equally au¬ 
thentic. 

(Signed) Yeh Chi-chuang 

For the Government of the Peo¬ 
ple’s Republic of China! 

(Signed) Mohamed Abou Nosseir 

For the Government of the Re¬ 
public of Egypt; * 

Sino-Egyptian Trade 
Agreement Approved 

PEKING. Oct. 14—The Trade 
Agreement between the Government 
of the People’s Republic of China 
and the Government of the Republic 
of Egypt has been approved by the 
two governments. The text of the 
agreement reads: 

w , The Government of the People’s 
Republic of China and the Govern¬ 
ment of the Republic of Egypt, for 
the purpose of strengthening the 
friendship between the Governments 
and peoples of China and Egypt, of 
enhancing the economic cooperation 
between the two countries, and of 
developing the trade relations be¬ 
tween the two countries, have con¬ 
cluded the Trade Agreement as fol¬ 
lows# 

Article 

Both Governments cherish the 
same desire of reaching a balance 
of imports and exports in the trade 
between China and Egypt, and will 
do their utmost to promote and 
enlarge the trade between the two 
countries. During the validity of 
this Agreement, both Parties shall 
negotiate and fix the volume of 
trade for Hie following year three 
months before the end of each agree¬ 
ment year. 

Article 2. 

Both Parties agree that the 
respective list of exports to the other 
country Is made otit into two annex¬ 


ed Schedules and *B* i ’ and 
these two schedules are inseparable 
parts of this Agreement. Both Gov¬ 
ernments shall issue, subject to the 
laws and regulations of the two 
countries being in force, the necess¬ 
ary import and export licences to 
the commodities listed in the an- * 

nexed Schedules *A' , 'and This 
Agreement shall not prectude the 
trade in commodities not mentioned V 

in the annexed Schedules ’•’A* and 

Article 3. 

Both Parties agree to grant each 
‘other the most favoured nation 
treatment in respect of issuing 
export and import licences and of 
levying custom duties with the fol¬ 
lowing exceptions: 

13(A) Special advantages which 
the Government of the People's Re¬ 
public of China has granted, or may 
grant in the future, to any of the 
neighbouring countries. 

(B) Special advantages which the 
Government of the Republic of 
Egypt has granted, or may grant in 
the future, to any of the Arab and 
neighbouring countries. 

(C) Prohibitions or restrictions f 

imposed for the protection of public 

health or protection of plants or 
animals against diseases, degenera¬ 
tion or extinction. s 

Article 4. „ 

Tn the absence of a payments 
agreement between the two coun¬ 
tries. payments between the two 
countries shall be effected by 
irrevocable letters of credit in Trans¬ 
ferable Pounds Sterling or in any 
other currency acceptable to both 
Parties. Such letters of credit shall 
be opened before shipments are 
made, by the authorised foreign 
exchange banks In the territories 
of the two countries directly with 
each other. Reimbursement will be 
effected in the usual manner. 

In case exports from Egypt to 
China are paid for by China in 
Transferable Pounds Sterling, such 
payments will benefit from the 
"Import Entitlement Account Pro¬ 
cedure* in accordance with the 
prevailing regulations In Egypt. 

Article 5. 

Both Parties agree that the terms 
of commodity inspection and arbitra¬ 
tion wilt be specified in each in¬ 
dividual contract. ^ 

Article 6. 

For The purpose of developing the 
trade between the two countries, 
both Governments agree that the 
Government of the People's Republic 
of China will establish an office of 
commercial representative of the 
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Government of the People’s Republic 
of China in the Republic of Egypt, 
and that the Government of the 
Republic of Egypt will establish an 
office of commercial representative 
of the Government of the Republic 
of Egypt in the People's Republic of 
China. Both Governments also 
agree to accord the office of com¬ 
mercial representative of the other 
Party courtesies, security, protection 
and all facilities for carrying out 
their works. 

Article 7. 

.Both Parties agree to hold com¬ 
modity exhibitions in each other’s 
country and to extend to the other 
Party within the laws and regula¬ 
tions alj kinds of facilities for hold¬ 
ing such commodity exhibitions. 

. Article 8. 

In matters concerning banking and 
Insurance, preference should be 
given to national companies of 
either Contracting Party. Choice of 
commercial business agents shall be 
restricted to nationals of China and 
Egypt. 

Article 9. 

This Agreement shall come into 
force after the approval of the two 
Governments and shall remain in 
force for a pefiod of three years. 
This Agreement may be extended or 
amended by the negotiations of both 
Parties three months before its ex¬ 
piration. 

This Agreement is signed in Pek¬ 
ing this 22nd day of August 1955, 
in two copies, each written in the 
Chinese. Arabic and English langu¬ 
ages, and three texts being equally 
authentic. 

(Signed) Yeh Chi-Chuang 

For the Government 6f the Peo¬ 
ple's Republic of Chinas 

(Signed) Mohamed Abou Nosseir 

For the Government of the Re¬ 
public of Egypt i 

Schedule *i&. 

List of Exports from the People's 
Republic of China to the Republic 
of Egypt. 

1. Steel materials including: 

Square steel bar, round steel bar, 

flat steel bar, angle steel bar and 
various kinds of construction steel. 

2. Machineries including: 

(I) Metal-cutting machines In¬ 
cluding: shaper, horizontal boring 
machine, lathe, milling machine and 
other machine tools. 

, (2) Forging and pressing ma¬ 
chineries including: 

Pneumatic hammer, pressing 
machine, punching machine, shear¬ 
ing machine and others. 

(3) Construction machineries in¬ 
cluding: various kinds of cranes, 


cement mixing machine, road mar¬ 
shall and other power-generating 
machines. 

0(4) Mining machineries including: 
hoists, crusher, various types of 
high pressure pumps, coal cutter 
and others. 

(5) Textile machineries including: 
scutcher, carding machine, speed 
frame, various kinds of spinning 
spindles, automatic shuttle-changing 
loom and others. 

(6) Complete plants including: 
complete cotton-spinning and weav¬ 
ing mill, complete paper mill, com¬ 
plete sugar refinery and complete 
flour mill. 

(7) Tele - communications ap¬ 
paratus including: automatic tele¬ 
phone, telephone exchange, long 
distance telephone exchange, re¬ 
ceiver and transmitter, amplifier, 
telephone wire and others. 

3. Building materials including: 

Sanitary equipment, timber, ply¬ 
wood, iron wire, iron -nail, glass, 
refractory materials, asbestos cement 
board ant others. 

4. Chemical raw materials In¬ 
cluding: 

Soda ash, caustic soda, sodium 
sulphide, sulphur black, phenol, 
copper sulphate, monochlorobenzene, 
dinitro • chlorobenzene, bleaching 
powder and others. 

5. Sundry commodities including: 

Papers, general merchandise, cul¬ 
tural supplies, enamelware, thermos- 
flask. sewing machine, woolen cloth, 
leather products, domestic electric 
appliances and others. 

6. Minerals including: 

Alum, antimony, talc powder, talc 
lump, arsenic oxide, gypsum, orpi- 
ment. 

7. Cereals, oils and fats includ¬ 
ing: 

Soyabean, groundnut kernel, 
pulses, vegetable oils ond various 
kinds of oilseeds and oils. 

8. Animal by-products including: 

Sheep wool, cashmere, skins, 

carpet, sheep ihtestine and others. 

9 Foodstuffs including: 

Canned goods, frozen beef and 
mutton, egg products, vermicelli, 
walnut meat, apricot kernel, walnut, 
raisin, melon seed, lotus-seed, bee's 
honey, dried blaek fungus, dried lily 
and others. 

10. Tea including: 

Blaek tea, green tea, black brick 
tea and others. 

11. Native produces including: 

Hemp, ramie, tobacco leaves, 

rosin, white wax, bee's wax, liquor¬ 
ice. cassia lignea, star anise, menthol 
crystal, peppermint oil, musk, 


rhubarb, fennel, porcelain, handi¬ 
crafts, stratuuhraid and Others. 

12. Silk and silk piece goods in¬ 
cluding: 

Raw silk, spun silk yarn, doupin 
silk, raw silk piece goods, native 
silk piece goods, fuji silk and other 
silk piece- goods. 

Schedule +B* 

List of Exports from the Republic 
of Egypt to the People’s Republic 
of China. 

1. Raw cotton. 

2. Calcium superphosphate. ' 


Nan Han-chen on 
Bright Prospects for 
Sjno-Japanese Trade 

PEKING, Qct. 14-Prospects (or 
the ueveloprffferit of Slno-Japanese 
economic and trade relations are 
very Wight, says Nan Han-chen, 
Chairman of the China Committee 
for the\ Promotion of International 
Trade, In a speech today oyer the 
Central \ People's Broadcasting 
Station. \His speech is addressed to 
Japan to mark the holding of the 
exhibition ' of Chinese commodities 
there. \ 

Nan .Han\chen says that the ex- 
| hibition wiN be held shortly in 
j Tokyo, the Japanese capital. It Is 
an undertaking beneficial to the 
: mutual understanding and friend¬ 
ship between), .the Chinese and 
Japanese peoples and conducive to 
. the development of economic and 
trade contacts Between China and 
Japan. \ ! 

On behalf of th# China Committee 
! for the Promotiojn of" International 
TradiT, Nan Hah-chen extends 
sincere thanks fo file Japan Inter¬ 
national Trade Promotion Associa¬ 
tion, the Japanese Piet Members’ 
Union to Promote Japan-China 
Trade and to the mdny organisa¬ 
tions and people of various circles 
in Japan for their assistance to the 
Chinese exhibition. 1 
He poipts out that ' the long¬ 
standing history of close economic 
relations between China Apd Japan 
has played an important role in the 
economic life.of the two countries. 
Since the founding of the Chinese 
People's Republic, he adds,'thanks 
to the efforts of the people uf the 
two countries, Sino-JapaneseHrade 
agreements have been signefl on 
three successive occasions and Were 
has been a preliminary restoration 
of economic and trade contorts 
between the two countries. How¬ 
ever, due to the fact that the Jqpato- 
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sese Government has followed the 
cjnited States in adopting a dis¬ 
criminatory policy of trade “em 
bargo” against China, normal rein 
lions have not yet been re-establish¬ 
ed betyeen China and Japan. 
Thereforty^the implementation of the 
' ■ trade agreements is 

! satisfactory and the 
y commodities be- 
i Japan has been 
As a result, 
y has suffered 
many unnecessary difficulties 

Nan Han-chen pon\ts out that 
there are many commodities ex- 
changable between China ynd Japan 
and that the two countries have 
adequate facilities for developing 

economic and trade contacts, 
had in the past supplied 
quantities of iron ore, coal, 

soya beans, rice etc. needed 
Japanese Industry and the people's' 
livelihood. With the development 
of China's industrial and agricultural 
production, commodities that can be 
shipped hereafter to Japan will 

continue to increase. At the same 
time, China needs many Japanese 
products such as iron and steel, 

machineries, power - generating 
equipment, ships, chemical materials, 
fertiliser, medicines and artificial 
silk. 

China is engaged In large-scale 
economic construction and its 
market is both extensive and reli¬ 
able, Nan Han-chen continues. It 
needs to import great varieties of 
machinery equipment and industrial 
materials. And in the course of 
industrial development, its economic 
relations and trade with foreign 
countries, instead of diminishing, 
will grow with each passing day 
and such relations will be many- 
sided. With the growth of the Chi¬ 
nese people's purchasing power, 
imports of daily necessaries will also 
increase. That there are bright 
prospects for the economic and trade 
relations between China and Japan 
Is not empty talk but is based on 
solid grounds. 

Nan Han-chen says (hat imports 
by Japan of China's coal, iron ore, 
soya beans, rice and other commodi¬ 
ties will be fat cheaper- Such 
imports are profitable not only for 
Japanese indijdtrial and financial 
circles but alfb to the broad masses 
of the Japanese people. Further¬ 
more, the/ mean additional millions 
of tons/ >f freight each year for 
Japanese shipping. The trade be¬ 
tween China and Japan can surpass 
its/peak historic record ii the Japan- 

Ug* itt 


cse side would carry on economic 
nn-i trade intercourse on the basis 
of independence, equality and 
mutual benefit and in accordance 
with the requirements and possibili¬ 
ties of both sides. Such trade is 
beneficial to the economic develop¬ 
ment of China and Japan and the 
improvement of the people's liveli¬ 
hood. 

Nan Han-chen expresses the hope 
that the forthcoming exhibition 
would serve to introduce to the 
Japanese people of all walks of life 
a general picture of China’s tradi¬ 
tional exports and a number of 
China's new products developed in 
the past six years. The exhibition 
is rimed at helping the Japanese 
people to understand ’he genera' 
pisture in regard to China’s export 
commodities and its import needs 
for economic construction w'lh a 
view to creating conditions for 
Sdeveloping the economic and trade 
relations between China and Japaiy' 
ana^ for increasing the friendship 
between the Chinese and Japanese 
peopleSL 

He cohpludes by saying that the 
Chinese people have always had 
sincere wishes for promoting friend¬ 
ship and economic and trade relations 
with the Japanese peqple. The China 
Committee for ^hq Promotion of 
International Trafe and other de¬ 
partments concerned have in the 
past few years made\ireless efforts 
in this respec) with the Approval and 
support of the Chinese Government. 
He expresses his belief that with 
their efforts and those of Japanese 
industrial and business circle^ and 
people of other circles, the prosf^cts 
for normalising the economic apd 
tr^de relations between China an^ 
/span will improve and grow with', 
each passing day and that such pro¬ 
spects are very bright. 


Japanese Industrialists 
Give Luncheon 

PEKING, Oct. U-The visiting 
Japanese Industrial and Business 
Delegation gave a luncheon here 
today on the eve of their departure. 

Present at the luncheon were Nan 
Han-chen. Chairman, Lei Jen-min 
and Li Chu-chen, vice-chairmen, of 
the China Committee for the Promo¬ 
tion of International Trade. Togo 
Kameda, Kenla Kaneko and Kane- 
mon Nakamura, Japanese person¬ 
ages now in Peking, were also pre- 


Soviet Physical 
Culture Leader 
Leaves for Home 

PEKING, Oct. 14—N.N. Romanov, 
Chairman of the Committee on' 
Physical Culture and Sports of the 
Council of Ministers of thf U.S.S.R., 
left here this morning for' home after 
a fortnight's visit in China. 

He was seen off at4he airport by: 
Tsai Shu-fan and 'Jung Kao-tang, 
vice-chairmen of (he Physical Cul¬ 
ture and Sporfs Commission; Li 
Tsai-wen, member of the Secretariat 
of the All-Cbfna Federation of Trade 
Unions; representatives of the Sino- 
Soviet Friendship Association and 
memberd of the Soviet Embassy. 

During his stay in China, he at¬ 
tended the first national workers’ 
sppHs meet in Peking and visited 
sport institutions in Peking, Wuhan, 
Shanghai and Canton. 

Soviet Red Cross 
Delegation 
Leaves for Home 

PEKING, Oct. 14—The Delegation 
of the Alliance of Red Cross and 
Red Crescent Societies of the Soviet 
Union left here for Moscow by air 
today. It came to visit China and 
attended the National Day cele¬ 
brations at the invitation of the Red 
Cross Society of China. 

Among those seeing them off at 
the airport were Li Teh-chuan, 
President, and Hu Lan-sheng, Vice- 
President and Secretary-General, of 
the National Red Cross Society of 
China; and Tsui Yi-tien, Vice- 
Minister of Public Health. 
Counsellor of the Soviet Embassy 
1. Lomakin was also at the air- 

curing their stay in China, the 
'ers of the delegation visited 
s, Red Cross So¬ 
ciety iqjanisations and medical 
centres iS Peking, Tientsin. Shang¬ 
hai and Haqgchow. They had talks 
and exchanged experiences with 
leading members of the Chinese Red 
Cross Society hnd the Ministry of 
Public Health. 6, A. Miterev, head 
of the delegation, tpade reports on 
the work of the Soviet Red Cross 
to the Chinese Red Doss Society 
and medical workers inS^eking and 
Shanghai, and inspected the Peking 
Soviet Red Cross Hospital/ x 
The members of the delegation 
yesterday attended a farewellgarty 
given in their honour by the 
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CONFIDENTIAL. 


BRITISH EMBASSY, 


' 6 / 15 / U, 7 


November 15, 1955. 


I enclose a French version published in the local press of the text of 
the Trade Agreement between Egypt and China signed in Peking on the 22nd 
August, The text consists of a main agreement which is to remain in foroe 
for three years and a subsidiary protocol which covers exchanges in the first 
year of the agreement. The main agreement itself is in the usual form with 
provision for consultation three months before the end of the year, on the 
pattern of trade in the following year. It is accompanied by two lists A 
(Exports from China) and B (Exports from Egypt) of goods to be exchanged 
between the two countries for which they undertake reciprocally to give the 
neoessary import and export licences, Egypt is to export raw cotton and 
calcium and superphosphate. The list of Chinese exports to Egypt comprises 
iron and steel, machinery and engineering goods generally, road making machinery, 
mining and textile machinery, electrical machinery, complete mills for the 
production of paper, sugar refining and milling, telecommunication material, 
building materials, various chemicals, food stuffs and other miscellaneous 
products. The Agreement provides for reciprocal most favoured nation 
treatment, with the exception of speoial arrangements between China and 
surrounding countries, and between Egypt and surrounding countries and Arab 
League members. In the absenoe of a payments agreement between the two 
countries payments are to be effected by means of irrevocable credits opened in 
transferable sterling or in any other currency acceptable to both parties. 

The agreement also provides that Egypt will open an office for commercial 
representation in China and China shall open a similar office in Egypt, both 
Governments guaranteeing to provide the necessary facilities. Both parties 
also agree each to organise oommeroial exhibitions in the territory of the other. 
No mention is mode of shipping, but Artiole 8 provides that banking and 
insurance transactions shall be confined for preference to national concerns 
of the two parties, and that the choice of oommeroial agents shall be limited 
to nationals of those two oountries, 

2* The additional protocol deals with exchanges during the first year of 

the agreement. The Chinese Government formally undertakes to buy cotton and 
other goods from the list attached to the main agreement, to a total value of 
£,10 million sterling, Egypt’s purchases are divided into £2 million sterling 
allocated to firm purchases, aid a further £8 million which is to be the subject 
of further negotiations. The £2 million firm purchases presumably relate 
to the purchase of 60,000 tons of steel from China representing an expenditure 
of about £2^ million, whioh has recently been authorised. Egypt promises to 
dc its best to increase trade between the two countries, in such a way that 
the commercial exchanges are in equilibrium and the protoool specifies 
arrangements for maintaining the two sides of the agreement in balance, by whieh, 
in the event of disequilibrium, the parties are to negotiate on the corrective 
methods to be employed. These are listed as (a) an increase of inports by 
the country enjoying a favourable balance (b) the supply by the country in 
deficit to the other partner, of goods from a third country, (o) the transfer 
by the country in deficit of a favourable account with a third country 
(subject to the agreement of all the interested parties) or (d) delivery by 
the country in deficit of goods for reexport by the creditor ocuntry. 


The Right Honourable 

Harold Macmillan, M.P., 
Foreign Office, 
LONDON, S.V.1* 















3# The balanoe of trade has hitherto always been heavily in favour of 
Egypt, which has exported considerable amounts of cotton to China and taken very 
little in exchange* The Minister of Commerce has given me to understand 
that he will be able to get payment in sterling for the whole value of 
Egypt 1 s exports not covered by the purohase of steel. He evidently regards 
the bargain as highly satisfactory. It aeons very doubtful whether China 
will be able to supply for some time significant quantities of the goods 
listed in the agreement for export to Egypt, and, even if so, whether they 
would be of a quality to find a welcome in the Egyptian market, which is 
used to a very high standard of manufactured goods with highly competitive 
prices and delivery dates. At first sight therefore the agreement seems 
to be of greater value to Egypt than to China, though certain econcmio 
advantages to China have been suggested in the paper enclosed with Par 
Eastern Department* s letter PC 11316/10 of the 11th of October to the 
Ghanoery at Peking. Chinese motives in signing the agreement are no doubt 
partly politioal. The Chinese now have the agreement of the Egyptian 
Government to the exchange of Commercial Representatives and the establishment 
of oanmeroial offices in both countries, and no doubt regard this as a 
step towards Egypt 1 s recognition of the Chinese Government, 

4. I am sending a oopy of this despatch to Her Majesty 1 s Treasury, 

Commercial Relations and Exports Department, Board of Trade; Her Majesty* s 
Ambassador, Washington; Her Majesty’s Charge d 1 Affaires, Peking. 

I have the honour to be. 

With the highest respect. 

Sir, 

Your obedient Servant. 
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■Texte complet de I'aceord 
commercial egypto-chinois 

Void ), (cat* integral lie I'aceord L'ouverture de credit s'effe’ctuera a- Protocol* additioOMel 

* de commerce signe entre VEgypte et vent I’expddition et par 1'entremjse „„ •. i.-„_„i 

- I. Chine: directe des banques accreditees pour Un protocole en annexe • I accord 

i nnpmtinns s le* r*glemente les transactions ay cours 

. t “Dan. ie but de renforcer les re- ^opir atiow dsebange ^ u ^ anq6e de raccord . En 

t latinos •ntre la. gouvernamsnU at aux^ddThabU void la texte : 

, les peuples d’Egypte et de la Chi- , . p Conform* ment aux dispositions 

, ne, de resserrer la cooperation eco- - > rodement 1'nrt. lar de I'aceord commercial 

» nomique entre lea deux pay. at de *££££<£ tevrfienneT en T- «*nd« entre )e gouvernement de la 
, promouvoir les relations commercia. transferable*, ces regie- Kepublique d'Egypte at U gouverne- 

le. entre eux, lea deux gouverne- . inuirnnt du resime de l'En ment de la Chine Populaire on date 

c »•"»* ''• ccordde com - **». 

merce suivant : Egypte cord commercial , il a dte convenu 

I Art. lar. — Les deux gouverne- Art. 6. — Lea deux parties ont ce qui suit «m ce q ui ean cerne la pre- 

. manta s'efforoeront d’equilibrer le convenu que l'expertiae technique et "’■ce annde de 1 accord (dont la du- 

s commerce exterieur entre l'Egypte ('arbitrage seront prdvus sdparement rde eat de douse mois rommercant a 

- et la Chine at (eront en sorte de dans chaque contrat. partir de la miae as vigueur de cet 

ddvalopper le commerce entre las A H. 6. _ Dans le but de cfeve- acc °™\ : 

■ deux pays. Las deux part!* entre- lopper le comrnerce entre les deux , , V «ouvernement de 

rent en nigociations daiu le courant p. Iee deux parlies ont conV enu 8 Ch > ne . Po P u J“ ,r « »"*•«« '» e| - 
de la periods de val.dltd de cet ac- e le gouvernement de la Rdpubli- ® men ‘ » acheter de 1 Egypte du co- 

* cord pour fixer au mom. tro.a mms d'Egypte ouvrira un bureau de ton «* d f ut T. ea nurchand.ses f.gu- 

avant 1 expiration de cheque annee fep.-Asent.Uon commerciale en Chi- f ant ®“ r U en anne ” 4 

de 'accord la portde des Changes ne p opu i Riro: de mPme , le gouver- I'aceord comment al, pour une valeur 

de l^nnee suivante. nement de 1, Chine Populaire orders totale de d^ m.Mions de livres ster- 

Art. 2. _ Lea duex parties se sont un bureau de representation com- lin K ,L -8t. 10.000.0001. Les achats 
mises d'accord pour dtablir la Uste mercia i e an Egvpte. I-cs deux gou- effsc,u4s en Chine l> ar ,a Hepublique 
des marchandises echangdes sous vernementa ont dgalement convenu d'Egypteporteront sur des marchjm- 
(orme de listes “A" et "tf' qui sont d accorder mutuellement aux bu- dlse * chinoises figurant sur la liste 
l- annexes* a I’aceord et qui en font reaux ^ representation commercia- A ’ ® n ann «*® » 1 accord commer- 
t . partie integrants. Les deux gouver- ^ toute )' alde> i a protection et les cinl «* lorteront sur les montante 
, t nements dmettront, conforraement f^iiitAs necassaires a 1’accomplisae- SB,v »ntS : 

,r aux lot* at roglemonts an vigueur ment de leurg missions. •) d«M millions de livres sterling 

p dans chacun des deux pays, les per- Art. 7. — Chacune des parties con- (I,.8t. $000.000) aileetds a dea a- 
i- “>■ d'unportation et d'exportation tr a c tantes a convenu d’organiser sur ehats tenses 

,r vurX^.T Ce' U U * rritoi,e de de. «x- b > hi* millions de livres sterling 

*s gurant sur les listes * et n . poMtlon6 commerciales et acoordera, d,.at. 8.000 000) qui feront l'ohjat 
A q u * prdcdde ne limita cependant pas dans j e cadre dps lots et reglements do uliiirioures 

v ®e?eh^H^*?^rri,,^des B ^ur P rM “ns* ®" v !*f ueu , r . tout ?* '®* ,a ciHtda nd- I.Tgouvrrnoment de la Rdpuiilique 
•t marchandises indiqudes sur ces Us- caaaa ,ras a leur installation. d'Egypte (era de son mieux pour dd- 

i- tes : . . , , .. . Art. 8. — La prdfdrence sera ac- velonner le commerce ontre les deux 

Art. S. — Les deux parties ont coriide aux aocidtds nationales daa payg de m aniere it permettre un 
convenu do s'accorder rddproque- deux part i e s contractantes an ce qui commerce equilibrd 

• ment le traitement de la nation la ooaairne i M opdr.tion. banc.ire. at Art. 2. — Les deux partie. ont 
plus favortsde en ce qui concerne d'assurances. Le choix des agents oonvenu que Is position statistMiua 

a 1i octroi des permis d exportation et de commerce ast limite en Egypte et daa pa i«menU anSe les deux pays 
d'importation et la pereepUon des en chine aux re^rtisssnU des deux „„ L*,** en r *vua tou. las troi. 
> dro,t * d ® douane et c ® ‘ 1 excep - pay*. mois i date, d. U m« en vigueur 

• llon • Art. 9. — Cet accord entrera en g, I'aceord commercial.. Dans le ces 

1) des privileges aceordds ou qui vigueur aprte I’aceord des deux gou- Q u un ddsdquilibre de la position 
- seront aceordds par la gouvernement vernementa et sera maintenu en vi- wrt ; t conetatd, lea deux parties en- 
! de la Chine Populaire aux pays Ji- gueur pendant trois mois. 11 pourre treront inunddiatement an ndgacia- 
l mitrophes; dtre prorogd ou modifid a la auite tlon an vue d'dtaUir un dquilibre par 

' *2) des privileges aceordds ou qui de ndgociations conclues entre laa [ as m0 yans suivants : 

l seront aceordds par U gouvernement deux partiea trois mois avant son a) augmentation dea importa- 

i de la Rdpublique d’Egypte aux pays expiration. tiqns du pays dont la position eat 

arabes et aux pays limitrophes. . _ , ^ . favorable par rapport a l'autre 

3) des restrictions gendrales im- List* A : Exportations d« payg; 


poaeea en vue de la protection de . Chl M A bl livr.ison de produite per un 

la aantd pubhque et celle dea plan- ** V™ pays tiers a l’autre partie eontrac 

tes at dea uiimaux contra les me- La IUte « A " des produlta k ex- tante par 1’inUrmddiaire du P#ys‘ 
ladies psrasitaires poctec d « Chine en Egypu compor- dont la position eat ddticitaire; I 

Art. 4. — En I absence d'un ac- te du for at de l'acier on barrel. c) transient d'un compte crdditeurl 
cord de paiement entre les deux l mKO u. etc., la tAle et Is fer de cons, aupre. d'un pays tiers pour compte I 
pays, les paiements s’eflectueront au truction; des machines et du matt- du pays dont la position ost ddfici I 
moyen d ouvertures de erddit irr«vo- riei d'dquipament notamment des citaira, sous rtearve da I'aceord del 
cables ou varies en livres sterling machines outils, des forges, des pres, toutes les parties intaresaeee. ■ 

transferable* ou an touta autre ds- aea , del BPUMi malaxeuae. de ciment, d) livraison d'exportatiem. du pay 
vise admtse per lea deux parties, machines pour la construction des dont la position e»t deficitaire a I’au 

- _ , routes, des generatrices, des machi- tre partie contractants, pour Str.’ ( 

nes pour les travaux de mines, das vendues k un pays tiers, sous riser 
machines textiles, das usines com- va de I'acceptution prdalable du 
plate* pour la filature et le tiaaage pays exportateur. 
du coton la fabrication du papier, le Art. 3. — En vue de faciHtar I'e- 
raffinage du sucre at la fabrication xaman de la position des paiements 
da la farina; das appareils de t«4- entre le* deux pays. Us autoritdr 
communications; deg matariaux de du contrAU das changes de chacune 
construction; articles sanitaires, bois. de* parties contractantes tiendront 
| far, ashes te-ciment, ate.; de* pro- des comptes-mdmojres dsns lesquels 
duits chimiquas bruts, tels que sou- ellet inscrlrent la totaliti des paie- 
de cauatique. phenol; sulfate de cui- ments entre lea deux pays. Lea au- 
vre, etc.; dea articles divers tels que toritda prMtdes organiseront lea d6- 
papiers, articles an email, thermos, tails da la tan us de ces caaptes-md- 
machines A coudre, Uinages. articles moires. 

en cuir, appareillnge dlectrique, etc.; Art. 4. — La qualite, le genre *' 
des produits minier* tels que l'alun. U prix das marclt|ndises davront A 
I'untimoine, la poudre de talc, la tre agredas per oiteciinc tea partii - 
gypse, etc.; dea cirdaUs. holies et du contrat. ■« 
corps gras; de» sous-produita ani- Art. 5. — Ce (xotocole antra v 
maux; des produits alimentaiaas; do vigueur U iour W la miaa en ap 
Uid; dea produits tels que raroiee JfKcution da raccord commerce 
feuillea da tubac, cira. muac, porca- eonelu entre 4e Oouvernemeut de 1 
lainc, ate.; da la sole at daa snierir*. Rdpublutue d'Egypte at le gouvei 
i i .... , nement de la Kepublique de 4a Che 

U*4o I : Exportations dt n* Populaire. 

I Eq vote a la CUne c® P rol «- ole r ®*® ® n v %»»®»* r P° ur 

a ■ a V.MRO ,, durda d < une annde at wra conn 

La liste "B" des exportations d'E- ddre pendant cetta pdrioda comm 
gvpts an China comprend le coton faiaant partie intdgrante de I'aceord 
brut at U superphosphate da ebaux. commercial. 
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I enolcee a French version publirfud In the local press of tha text of 
tha Trade Tranent between gypt and China signal In eking on tha 22nd 
August* Tha text osculate at a aain agrament which la to remain in force 
for three years and a subsidiary protocol which covers ex charges in the first 
year of tha agreoaent* The sain agreement itaelf ir in the uaual fan with 
provision for consultation thrae months before the end of the yser, on the 
pattern of trade in tha fallowing year* It la accompanied try two lists A 
(vxperta fra* China) and h (xporta free gypt) cf goods to be exchanged 
b etw ee n the two ooontries for which they undertake reciprocally tc give the 
nooessary import and expert llecnoae* Igypt is to export raw cotton and 
aaloitao and auperpfeoaphste, The list cf ^hlneae experts to Kgyot comprises 
iron and steel, raaohlnety nnd engineering goods generally, roed asking machinery, 
mining and textile machinery, electrical machinery, oaklets mills for the 
product inn of paper, auger reflnlrc end milling, telcoa , unioet iun material, 
building materials, various ohowloala, food stitffa and other miaoellanaous 
products* The agreement provides for reciprocal moat favoured nation 
treatment, with the exception cf eneoial arranre ente between China and 
surrounding countries, «nd between gypt and surrounding oountriea and rab 
■ sagos em bers . In the absence rf a payments agreement betw e en the two 
oountriea p ayment s are to be effected by means of irrcvsoahla credits opened in 
tranaforable sterling or in any other currency acceptable to both parties* 

The agreement also provides that gypt will ot>on an office far ecamcroial 
rapreaentatlcn in China and china shall open a similar offloe In gypt, both 
Governaents guaranteeing to provide tha naeaaaary faailitiaa* oth parties 
alas agree each tc organise ocroerelsl exhibitions in the territory of tbs other* 
Ho aunt ion la soda of shipping but rticle C provide* that banking and 
lnstranee tranaaotlona shall be ooiflned far preference to national ocnoerne 
cf the two parties, and that the oholae at ocmmerelal agents shall be limited 
to nationals of these two countries* 

2* Has mdditinoal protocol deals with exchanges during the first year of 
tin agreement. The hi mass Govern wot formally undertaken to buy ootten and 
othor goods froa the list attached to the main agree*.rent, to a total value cf 
£.10 million Starling* gypt* a purchases are divided into *2 million sterling 

allocated to flat purchases, and a further £6 million which ia to be the subject 
of further negotiations* The £2 million fIsm pu rch ases preouaably ralate 
to tha purchase cf 60,000 tern of steel from china representing an expenditure 
cf abexl £8& million, which has recently bean authorised* gypt promisee to 
da Its bast to lnarsaan trade between the two oountriea. In such a way that 
the penman lal exchangee are in o^oilibrlm and the protocol ape o i fl ee 
arrangements fer oalntelnixi the bee aides of the agreement in balance, by which, 
in the stent cf dieequUihriix^ the partiee are to negotiate on the eerreetive 
methods to be alloyed* ’These ere listed as (a) an increase of hgporta by 
tha country enjoying a favourable balance (b) the supply by the country in 
deficit to the other partner, of goods from a third c o u ntr y , (a) the tnn*cr 
by the country in deficit of a favourable account with a third ccuntry 
(subject to the agreement of all the interested partial) or (d) delivery by 
the country in deficit of goods for r e e xpo r t by the creditor country* 


The l ight Honourable 

Harold soaillsn, d*r. 4 
Foreign off ice* 

UQICXIf, S.V.L 
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I mmk t m a French vwikn publishes to toe Local proas of the tact of 
the Trade greeawnt b e t ween gypt end Mna eignad to «kl*i an the 22aA 
topwt. The t«t consists ef * ento ■erement vfclcfc to to r«r»ai to f cm 
for three jews end * cube Idler;/ protocol totob covers axcha%es to the first 
jeer of the agreerant. The nato icra a en t ltoeif to to toe usual form with 

prowl*ton for consultation three mouths before toe end of the year, on the 
pattern of trade to the following jeer. It to aooeapaatod by two lists a 
(: xports free China) sod 13 (experts from gypt) of goads to be eaeohaneed 
between the two countries for toloh they undertake reciprocally to give the 
necessary ia ger t and expert liocnoes. £gypt to to export raw cotton and 
oaIdeal n ad superphosphate. The llet of r h1nee> exports to Jgjpt ocxiprlsee 
iron and steel, machinery and engineertog goods generally, reed uaktog aeahtoery, 
mining end test lie nashtoery, electrical oaohtocry, oogdete nil Is for too 
production ef paper, sugar refining am 11 line, telooo > unloatiici notarial, 
building; materials, various aheaioela, food stuffs «nd other sdeoellaneoue 
products. The 'greenent provides fer re eip rooal wet favoured nation 
treatmen t , with the euooptton of special arranrwetJts between Shifts and 
surround toe oountrtoe, end between gypt and auiruukling eteutrias and /rah 
segue naebera. Tn the abewoe cf a peymenfce agn aa s t b et ween toe two 
countries payments are to be effected by meana ef irrevocable credits opened to 
transferable starling er to any other curreauy aooeptchlc to both parties. 

The agrewwnt also reevldes that gypt will open an offioe fcr cca n eratol 
r e pr e s e nt ation to China and China shall open a s toiler office in ,ypt, both 
Govamasita guarantee tog tc provide too necessary facilities. oth parties 
also agree each to organise ucM.arctol eahibitione in the territory of toe other. 
Kb mention to aade ef shipping, but /rtlole 6 provides that banJJj^ and 
insurance traienpticeu shall be confined fur preferenoe to national om ee rne 
ef the too parties, and that the choice of ocaucraUl went* shall be limited 
to not female of these two oaartrtoa. 


2, The additional rcrtoool deals sith axchapges during tlie first yew of 
tiw agrecaemt. The Chinese Govorownt fcruelly undwtahna to by eotton and 
other goods fr<to the list attached to the nato agraesxmt, to a total value cf 
x.10 sail ton sWltotf. gypt*e purchases are divided into £2 uillian sterling 
elloss*art to f ton 'wrohaaas, aal a further iD nililoo which to to be t*w *ub>ct 
ef further negotiations. The £2 million fton puro h aoe e presumably relate 
to toe purchase dC 60,000 tone of eteel froa htor. rerroaentlng an expenditure 
ef about £2& million, whtoh haa recently bw authorised. . gypt pr ai ri e w o to 
de Its best to tooreaae trade be tw ea r the two oountrlee, in sueh a way that 
the eimsrnfl-' 1 wtoju srs to e^uilibrhsa aal the protocol ejwolftoe 
enwnguaeute fur maintaining the two slice cf the agreement in bal an c e , by ehlto, 
to toe am* of disequilibrium the parties are to negotiate on toe o o ereo tlv s 
■etooda to be ceplayad. chase are listed as (a) an increase of i ny wte by 
tbs eountry enjoying a favourable b ala n ce (b) the supply by the c oun try to 
doflelt to toe other partner, <£ goods froa a third country, (o) tha transfw 
by toe ofxwtrj to daflaH of a faveumbie aoucust with a thtod country 
(aabjaot to too agawwt dl all tha intoroatod artW or (d) i t Uv w y by 
to* country to d*lcit of goods far re-export by the creditor r run try. 

3 /... 























































BRITISH EMBASSY, 


No.171 (l$# 
a S. 1Z5/1&/11/55* 

CONFIDENTIAL. 


> 


CAIRO. 
November 15, 1955 


• f 


Sir, 


I enclose a French version published in the local press of the text of 
the Trade Agreement between Egypt and China signed in Peking on the 22nd 
August# The text consists of a main agreement which in to remain in f oroe 
for three years and a subsidiary protoool which oovers exchanges in the first 
year of the agreement# The main agreement itself in in the usual form with 
provision for consultation three months before the end of the year, on the 
pattern of trade in the following year# It is accompanied by two lists A 
(Exports from China) and B (Exports from Egypt) of goods to be exchanged 
between the two countries for which they undertake reciprocally to give the 
necessary import and export lioenees# Egypt is to export raw ootten and 
oalciua and superphosphate# The list of Chinese exports to Egypt comprises 
iron and steel, machinery and engineering goods generally, road making machinery, 
mining and textile machinery, electrical machinery, complete mills for the 
production of paper, sugar refining and milling, telecommunication material, 
building materials, various chemicals, food stuffs and other miscellaneous 
products. The Agreement provides for reciprocal most favoured nation 
treatment, with the exception of special arrangements between China and 
surrounding countries, and between igypt and surrounding countries and Arab 
League members. In the abBenoe of a payments agreement 'between the two 
countries payments are to be effected by means of irrevocable credits opened in 
transferable sterling or in any other currency acceptable to both parties# 

The agreement also provides that Egypt will open an office for commercial 
representation in China and China shall open a similar office in Egypt, both 
Governments guaranteeing to provide the necessary facilities. Both parties 
also agree each to organise commercial exhibitions in the territory of the other. 
No mention is made of shipping, but Article 8 provides that banking and 
insurance transactions shall be confined for preference to national concerns 
of the two parties, and that the choice of oommeroial agents shall be limited 
to nationals of these two countries. 

2* The additional protoool deals with exchanges during the first year of 
the agreement. The Chines# Government formally undertakes to buy cotton and 
other goods frem the list attached to the main agreement, to a total value of 
£#10 million sterling. Egypt's purchases are divided into £2 million sterling 
allocated to firm purchases, and a further £8 million which is to be the subject 
of further negotiations. The £2 million firm purahases presumably relate 
to the purchase of 60,000 tons of steel from China representing an expenditure 
of about £2jf million, which has reoently been authorised. Egypt promises to 
do Its best to increase trade between the two oountrles, in suoh a way that 
the oamneroial exchanges ere in equilibrium and the protoool specifies 
arrangements for maintaining the two aides of the agreement in balance, by which. 
In the event of disequilibrium, the parties are to negotiate on the oorreotive 
methods to be employed# These are listed as (a) an increase of Inports by 
the country enjoying a favourable balance (b) the supply by the oountry in 
deficit to the other partner, of goods fron a third oountry, (o) the tranrfer 
by the oountry in deficit of a favourable account with a third oountry 
(subject to the agreement of all the interested parties) or (d) delivery by 
the country in deficit of goods for re-export by the creditor oountry, 

3 /". 


The Right Honourable 

Harold Macmillan, M.P., 
Foreign Offloe, 
LONDON, 3#1#1# 
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3* The balmuM of trade haa hitherto always been hastily in favour of 
Eg y pt, whioh has exported considerable amounts of cotton to China and taken very 
little la exchange. The Minister of Conneroe has given ns to understand 
that he will be able to get payment in sterling for the whole value of 
Egypt* s exports not covered by the purchase of steel. He evidently regards 
the bargain as highly satisfactory. It seems very doubtful whether China 
will be able to aqpply for sane tine slgnlfleant quantities of the goods 
listed In the sgreiit for export to %jyt, and, even If so, whether they 
would be of a quality to find a welcome In the Egyptian market, which is 
used to a very high standard of manufactured goods with highly oanpetitive 
prices end delivery dates. At first sight therefore the agrement seems 
to be of greater value to Egypt than to China, though certain economic 
advantages to China have been suggested In the paper enclosed with Per 
Eastern Department* a letter PC 11316/10 of the 11th of October to the 
Chancery at Peking. Chinese motives In signing the agreement are no doubt 
pertly political. The Chinese now have the agreement of the Egyptian 
Coverment to the exchange of Oonueroial Representatives and the establishment 
af oomaeroial offices in both countries, and no doubt regard this ss a 
step touards Egypt* s recognition of the Chinese Government, 

4, I am sending a copy of this despatch to Her Majesty* a Treasury, 
Commercial Relations and Exports Department, Board of Trade; Her Majesty* a 
Ambassador, Washington; Her Majesty 4 a Chargd d* Affaires, Peking, 

I have the honour to be. 

With the highest respeot. 

Sir, 

lour obedient Servant, 


Humphrey Trevelyan, 
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Texte complet de I'accord 
commercial eaypto-chinois 


; ■ 'V ••> r 

♦rtci ’li teste' integral ISS'aecord L'ouverture da credit s'effsctuef* s- Protocols addltioniiel 
dc commerce eigne entre I’Egypte et v«nt l’expdditian et per l'entremise . mnM .. 0 1 

la Chine : directs des banques accreditees pour Un protocols on annexe * I accord 

lea oniratinna de chance dans !es 'Momenta les transactions au eours 
lati^ n Utr* U les d %Xl 0 r r nem« 1 nu r et d «« u Afloat aura lieu <•*. la premise anode de l'eecord. En 

KupTe^d^Vypr^rrrchf "fi——* « *—■* h " bi - "SAttil di.poeitions 


Slant . titlement Account tal qu'.ppliqud en «« » RW. ddnomme c.-.pres "Be- 

itierce suivant : fcypte cord commercial”, il a convenu 

Art. lar. — Les deux gouverne- • Art.' 5. — La* deux parties ont ce qui suit en ea qui awicerne la pre- 

menta «‘efforoeront ri’equilibrer le fcmvenu que l’expertiw technique et miere annee da 1 accord (dont la du- 

commerce eatdrieur entra I’Egypte (Arbitrage seront prdvus geparement r6e est de douie moia commercant a 

et la Chine et leront en aorte de dans chaque contrat. P ar t* r d « >» mi “ •" vigueur da cet 

ddvalopper le commerce autre les Art. 6. — Dens la but de ddve- acc ° rd ’ ' 

deux pays La* deux parties antre- , oppef , e coraraerce en tre les deux , Art. ler. — Le gouvernement de 
rent en ncgocietions dans le courant pav(1 leg deux partl(?9 ml convenu a China Populaire a engage formel- 
de la pdriode de veliditd de cet ac- pue gouvernement de la Rdpubli- ement * ocheter de I'Egypte du ra- 

cord pour flier au moms trois mois _ ue d'Egypte ouvrira un bureau de ton et d ®utres marchandises figu- 

event l'expiration de chaque annee repr * senUtian commercials en Chi- f 8nt '• " B " •» 8nnex , e 4 

de 1 accord la portde des dchanges ne p opu | n t re . de memo le gouver- 1 arcord commercial, pour une valeur 
de 1'ennde suivante. nement de | a chine populaire erdera totale dedix milliona de livres ster- 

Art. 2 — Les duex parties se sent un bureau do r , pr6M ntation com- li 000 000 '- "<r hat * 

mises d'accord pour dtabhr la liste merciale en Egvpte Les deux gou- «H»etu«a on Chine par la Republique 
des marchandises dchangees sous vernements ont dgalement convenu d'Egypto porteront sur des marchan- 
torme de listes "A" et o' qui sont dllccorder mutuellcment aux bu- d,ses chinotses figurant sur la liste 
annexees k I’accord et qul en font reauj| de repr 6sentation commercia- •**" *" • '’ acc ? rd commer- 

. partie intdgrante. Lea deux gouver- Ie touto p aidei |„ protection et les c,bI et rorteronl sur let montants 
t nements emettront, eonformdment facilitS* ndpessaires k l’accomplisse- *uivants : 

. aux loti et rdgloments en vigueur ment do i eur9 mission,. ai deux millionx de livres sterling 

l dans chacun des deux pays, les per- Art. 7. — Chacune de* parties con- (L.St. 2.000.000) effects a des a- 
. mis d'importation et deportation tractantes a convenu d’organiser sur chat* fermes; 

r i rr 1 :?: r. le te r rit ° irc de P ttrtie de * •*- b) huit million* de livre* sterling 

i gurant sur les listes A et B . Ce positions commorcialet et accordera. (L 3t 8 000.0001 qui feront I’obiet 
, qu. precede ne l.m.U cependant pa. danB , e cadre des lols et Elements d e ndgMaUons ult6r,cures 


v - .. a nccoraer muiuenenieni hux du- “ - - . . 

ct qul en font re8UJ| de representation commercia- A c " " n " e *« * 1 " cc ? rd com ™ e '- 

a deux gouver- )e touto la protection et les «•* et l orteront sur let montants 


- ‘e commerce entre le* deux pays aux en vigueur, toutes les facility nd- U gouvernement de is Rdpuhlinue 

t marchandises indiqudes sur ces lit- cessaires & lour installation. d’Egypte (era de son mieux pour Je- 

* , . .. . Art. 8. — La preference sere ec- velnpper le commerce entre les deux 

Art - 3 - r~ L “ de “* p f rties ont cordde aux socidtds nationales de* payi de m ani6re k permettre un 

convenu de s accorder rdclproquo- de ux parties contractante* en ce qui commerce dquilibrd. 

’ n J en t traltement de la nation la CO ncerne lea operations bancairet et Art 2 _ Les deux parties ont 

f plus favorlsde en ce qui concerne d'atsurances. Le choix des agent* convenu que la position atatistique 
» 1 octroi dea permit d exportation et de commerce ast limite en Egypte et dai pa i e menU entre lea deux pays 
d importation et la perception des en chine aux reseortissanta des deux “n revue toue lot troi. 

* t d i r ° U de dOUOne et “ 4 l e * cep - P"V* a mot, i Car d. I. mi.nn%ueur 

t,on • . A 't- 9- — Cet accord entrera en de paccord commercial.. Dana te caa 

*■ 1) das privileges accordds ou qui vigueur epree 1 accord dee deux gou- 0 {, un d isdq U Uibre de la position 

- seront accordde par le gouvernement vernements et sera maintenu en vi- Mra jt C onstatd, les deux parties en- 

* de la Chine Populaire aux pays li- gueur pendant trois moil. II pourra treront immddiatement ea ndgocia- 

I mitrophesi dtre prorogd ou modifld 4 la suite t j on en vua d'itablir un dqullibre par 

8) des privilege* accordde ou qui de ndgociations concluee entre lee i M moyens suivante : 

1 seront acrordds par le gouvernement deux parties trois mois event son ( j augmentation dee importa- 
I de la Rdpublique d'Egypte eux pays expiration. tions du pays dont la position set 

arabes et aux payx limitrophee. ^ . favorable par repport k I’eutre 

, 31 des restrictions gdndreles tm- Llftf* A I ll^trtgtltM d( pays; 

i. •*> vua de Is protection de . ch| . b) livreieon de produiU per un 

la aantd publique et cells des plan- '■ wnm * ■ • ■lrr TW p aya tiers k I'autre partis contrac- 

toe at dee animeux contre lee ma- La liste “A" dea produiU k ex- tents par I'lntermddiaire du pays 


ertie dee ex- b) huit millions de livres sterling 
et aepordera. (L .St. 8.000.000) qui feront 1’objet 
t reglements da ndg0 ciations ultdrioure*. 


i 1>»- cessaires a lour installation. 


lit a dater de le miss en vigueur 
I’accord commercial.. Dsns le cat 
un ddsdquilibre de la position 
rait constatd, les dsus parties en- 
iront immddiatement en ndgocia- 
>n en vue d'dteblir un dqullibre par 


e le Rdpublique d'Egypte aux pays expiration, 
rabes at aux payx limitrophee. ., . „. 

3) des rectrictions gdndreles im- Llttt A 
osdes en vue de le protection de . 

l aantd publique at calls des plan- ' a 

h et dee animeux contre Us ma- La lists 


l ladies paresiteires. port,, d . Chine an Egypte compor- dont la position ast ddficltalre; 

Art. 4. — En 1 absence d'un ac- te du fer at de I'scier en barroe, c) transfert d un compu erdditeur 
I cord de paiement entre les deux lingoU. etc., le tAle et U fer da eons, auprdt d un pays tiers pour compte 
' pays, les paiement* x'cffectueront au truction; des machines et du matd- du pays dont la position est ddfici- 
* m °? en d ' ouv f rtures de erddit irrdyo- r i 0 | d'dquipomem notamm.nt des ciUire. sou* rdserve de I'accord del 
I cables ouvertes en livres sterling machines outils, dea forges, des pres- touUs les parties intdressdes. 

■ transfdrsbles ou en tnute autre de- sea . daa g ru8a , malaxeusoe de ciment, d) livreison d’esportetions du pays 
vise admise par les deux parties, machines pour la construction des dont la position est ddficitairo k 1'au- 

_ M . _ | | . - — . routes, des gdndratrices, des machi- tre partie contractante, pour etre 

net pour lea travaux de mines, des vendues a un pays tiers, sous rdser- 
machines textiles, dea uaines com- ve de ('acceptation prdalsbU dp 
pldtes pour la filature et le tiseage pays exportateur. 
du cotop la fabrication du papier, le Art. 3. — En vue de taciliter l'e- 
raffinage du sucre et la fabrication xamen de le position dee peiaments 
de la ferine; des sppareils de t4J4- entra lee deux pays, les autoritee 
communicetions; des matdriaux de du contrble dee changes de chacune 
construction; articles sanitaires, boi*. des parties contractentes tiendronl 
fer, asbeste-ciment, etc.: dea pro- des comptns-mdmoires dans lesquels 
duits chimiques bruts, tels que sou- elles inscriront la totalitd des paia- 
de caustique, phenol; sulfate de cui- ments entre les deux pays. Les au- 
vre, etc.; des articles divers tels que toritea precitdes orgeniseront lea dd- 
papiers, articles en email, thermos, tails de la tenue de ce* comptes-md- 
machines k eoudre. laineges, articles moires. 

en cuir, appareillage electrique. etc.; Art. 4. — La qualitd, le genre e' 
des produits miniers tels que l'slun, le prix des merchandise* devront d 
I’anumoine, le pond re de talc, le tre agrddes par chacune des parti* 
gypse, etc.; des edrdates, huiles at du contrat. 

corps gras; des sous-produita ani- Art. 5. — Ce protocole entre et 
maux; des produits alimentaires; du vigueur le (our de la miee en ap 
thd; dee produits tela que ramie, plication de I'accord commerci* 
fouilles de tabac, cire. muse, porce- conctu entre le Gouvernement de I 
I nine, etc.; de la soie et des soierles. Rdpublique d'Egypte et le gouver 

i i . S_ anil m . . nement de Is Rdpublique de la Chi 

LUH ■ : flirtations de ne Populaire 

'■•srr*. * '• cwm 'iirr: - . 

La hate "B" des exportations d'E- ddrd pendant cetta pdriode comm 
gypta en Chine comprend le coton fsissnt partie intdgrante da 1'acsar 
■ brut at la superphosphate de chaux. commercial. 





































n n 

u u 


i n 

i u 




SINO-EGYPTIAN TRADE AGREEMENT 


The full text of the Sino-Egyptian Trade Agreement 
with accompanying Schedules and Protocol was published 
in Peking on October 14 and is now available. In the 
light of these texts it is possible to draw certain new 
conclusions, in addition to those contained in my 
submission of September 28. 

Discussion 

2. The preamble to the Agreement states quite openly 
that it has been concluded inter alia "for the purpose 
of strengthening the friendship between the Governments 
and peoples of China and Egypt." There can be little 
doubt therefore that it was inspired by political as well 
a8 by economic motives. 

3. The most important part of the Agreement appears to 
be Article 2 of the Protocol, sub-paragraphs (b), (c) 
and (d) of which authorise triangular import and export 
transactions between Egypt, China and any third country. 

An unpublished exchange of letters completes these 
arrangements by allowing resale to third countries of 
commodities exported by either side to the other. It 
would not therefore be impossible, for example, for 
Egypt to pay for Czechoslovakian arms by credits derived 
from the sale of cotton to China. One could conceivably 
go further and argue that the sale of cotton to China was 
designed expressly to enable Egypt to buy Soviet bloc 
arms; but in the absence of any information suggesting 
that China has a large trading surplus with Czechoslovakia 

/(which .. 








(which is inherently improbable) this would probably be 
going too far. 



m 


l*. The need for such triangular deala is underlined by 
Article 1 of the Protocol which states that while China has 
contracted to buy £10 million worth of Egyptian cotton, 

Egypt has so far only contracted for £2 million worth of 
Chinese products (probably the 60,000 tons of constructional 
steel) and that the balance of £8 million remains for 
discussion. In spite of the fact that China is apparently 
willing to sell a wide variety of goods, it is by no means 
certain that this figure can be reached by Chinese exports 
alone. 

5. Additional points of interest are:- 

(a) Article 1, which states that "both countries cherish 
the same desire of reaching a balance of imports and 
exports," and Article 2 of the Protocol which provides 
that the balance of payments position between the two 
countries is to be reviewed every three months. 

(b) Article 7 which provides that the two Governments agree 
to hold trade exhibitions in each other's countries. 

This is a favourite propaganda device of the Chinese to 
persuade Asian countries of their technical skill without 
obliging them actually to sell any of their products 
abroad. 

(c) Article 8 which limits commercial business agents to 
nationals either of China or of Egypt. It remains to be 
seen how this restriction will operate, in view of the 
provisions in the Protocol (Article 2) for the supply of 
good8 from third countries. 


/(d) 












(d) The long list of capital goods which China is 


apparently prepared to offer to Egypt. The signing 
of such an agreement does not of course imply any 
contractual undertaking to provide the goods listed. 
Prom this point of view the publication of such a list 
should be considered more as Chinese propaganda than 
as a genuine indication of present ability to supply. 

It follows, however, that such propaganda will be 
greatly reinforced if any of those items do reach 
Egypt from or through China. 

Conclusion 

6 . 

(i) Subject to the comments of Peking and Cairo Embassies, 
which have not yet been received, we may conclude that 
the Agreement substantiates our view that its 
signature goes a long way towards Egyptian recognition 
of Peking. 

(ii) We would go rather further than our previous 

conclusion in thinking that the long list of Chinese 
exports and the arrangements for triangular trade 
indicate that China is serious in her efforts to woo 
Egypt and the Arab States generally, and is pursuing 
a policy there which is fully co-ordinated with other 
members of the 8oviet bloc. 

(iii) Finally the Egyptians appear to be happy to accumulate 
trading balances with the Sino-Soviet bloc. 

7. African Department and Economic Relations Department 
agree with the above. 


flr./MLu. 


(CyT^Crowe) 
November 7, 1955. 


China has, of course, for some years been making an 

/effort 
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effort to increase her trade exchanges with the "uncommitted" 
countries: e.g. her Rice/Ruhber Agreements with Ceylon. This 
effort seems to have been intensified since the Bandung 
Conference:, e.g, China’s recent trade agreement with Burma. 

It has now been extended to North Africa: this agreement 
with Egypt. 

I doubt whether the Chinese (or perhaps even the Russians) 

see the matter consciously in terms of playing a rSle in the 

"Middle East" as well as in the "Par East". It is probably 

for the Chinese all one single problem: to gain political 

influence, through the practice of what I believe is now called 

in Moscow "economic competition"**^- Si the "uncommitted" countries, 

whether in ASsa or in Africa, i.e. br 9 adly speaking the Bandung 

-| 

group; and at the same time to meet heryown economic needs by 
obtaining supplies of essential materials without the necessity 
of having to pay in full by means of direct exports to the 
supplying country - thus overcoming to some extent her main 
handicap of shortage of surplus available for export outside 
the Soviet bloc. 

Arrangements on the model of this Sino-Egyptian agreement 
look on the face of it as though they should serve reasonably 
well the political and economic interests of both China and 
the Soviet bloc. The agreement is a further example of 
the very close and effective working arrangement which in 
practice is maintained between the main Communist powers, 
despite possible points of friotion. 

W.D. Allen 
November 11. 1955 




Sir H. Caccia 
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HOTISH EMBASSY, . 
CAIRO. 

November 2k, 1955. 


0. S. 123/18/18/^5. 

ccariDEKriAL. 

Dear Chancery, 

In our letter No. C.S. 125/18/14/55 of October 5, to African Department 
which was copied to you, we said that we would try to obtain more details 
about Mr, Midhat £1 Far, the Egyptian Conneroial Counsellor designate to 
China. 

2* We have now had an opportunity cf meeting him. He was at first 
eery elusive, because, as he has new told us, he did not wish to see us 
until his appointment had been officially confirmed. 





3, He has informed us that he is probably flying to Peking at the 
beginning of December, and that he will have on his staff a Second Secretary 
and an archivist rearuited from the Ministry af Foreign Affairs, There was 
a delay in the ohoioe of the Second Secretary because the one originally 
chosen had a boy aged 10 years old and protested that it would be impossible 
to educate the ohild. Another Second Secretary has now been chosen who, 
although married, has very young children who do not present the same sort 
of problem, 

A. Mr. Midhat El Far has been in the Egyptian Foreign Service sinoe 

about 1938 and is probably about Ul years of age. He was Vioe Consul at 
Liverpool and then appointed to the Egyptian Uribassy in London during the 
war years. His other appointments sinoe were to the Ministry of Foreign 
Affairs, to Kabul in 191*5-46, to Stockholm fer eight months only, and far 
the last three years Deputy Directcr cf the Eeonomio Affairs Department of 
the Ministry of Foreign Affairs, 

3* He is at present a bachelor, though we believe that he is trying very 

hard to persuade his flanooe to accompany him to Peking, He is somewhat 
dismayed at the prospect of having to spend two years alone there. He 
visited China in August with Mr. Abou Nousseir, the Minister of Commerce, who 
let the Egyptian trade delegation. He seems to have no illusions about the 
kind of life he may have to lead, and is apprehensive lest he might not be 
able to import enough provisions, especially liquor, to keep him going. 

He seer,s proud of being a nationalist and of the fact that he advocated Egypt 1 s 
neutrality during the last war. At the same time he speaks with genuine 
affection of the people he met in Britain then and seems to combine, aa is 
not unusual, a kind of anti-imperialist attitude with pro-British sentiments 
and a liking for individual Englishmen. He speaks English fluently, but 
a trifle indistinctly. 

6. We said that we would give him a letter of introduction to you, 
and Mlnfcrd has given him a letter for him to present to Addis, The 
Ambassador has written to the Chargi d'Affaires separately, 

7, We are seizing a copy of thia letter to Afrioan Department, Foreign 
Of floe and Ccnmeroial Relations and Exports Department, Board of Trade, 

Tours ever, 

CCM4BICIAL DEPARTMENT. 

The Chancery, 

Br itis h Babassy, 

FEKUC, 

UM/IMB. 


A 












CONFIDENT! ^ 

F 


C.S.123A8A9/5i 


Fcuilil 


17 


WITH THE COMPLIMENTS 
OF 

iMEUSSJBCR. 

HER BRITANNIC MAJESTY’S EMHXSS®, 
CAIRO 


T.E, Branley, Eaq., C.K.G., 
African Department, 
Foreign Office 
LONDON, S,V7,1. 


















BRITISH EMBASSY, 


CONFIDEWriAlfc 


CAIRO. 

November a, 1955. 


The Gairaeroial Department hare written te-day to the 
Chancery at Peking (with a copy to African Department) giving 
■cbm details about Midhat El Par, the Egyptian Gunnercini 
Counsellor designate to China, 

1 should add that he is a heavy drinker, notorious 
far his constant presence at the bar a f the Metropolitan Hotel 
where he has been staying far the last fee months. 

Be paid me a short visit on November 19. His hands 
shook and he vas nearing the darkest at dark glasses. 

I am sending a ocpy of this letter to Tom Bromley. 



! 

C.D.W. 0*Neill, Esq., C.M.G., 
E.M. Cbergd d«Affaires, 
ETltlah Embassy, 
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Ft/mA 

BRITISH EMBASS^7 
WASHINGTON, D.C. 

t *■ 1 

December I, 1955• 


Vvv/ Cxw? 


I gave Bob Amory of C.I.A. 
the gist of the preliminary comments of 
your Department on the Sino-Egyptian 
Trade Agreement (their letter to Peking 
Chancery No. FC 11316/10 of October 11). 

2. I enclose a copy of his reply. 

His main point is agreement with the 
J.I.B.'s conclusion that China's ability 
to export steel is almost certainly a 
true reflection of temporary Chinese over¬ 
production in this field. 


t-uv/ 


J «H.A.Watson 


C.T.Crowe, Esq., 

Far Eastern Department, 
Foreign Office, 

London, S.W.l. 
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CENTRAL INTELLIGENCE AGENCY 


OFFICE OF THE DEPUTY DIRECTOR (INTELLIGENCE) 


25195S 


Mr. J.I.A. Watson 
Counsellor, British Imbassy 
3100 Massachusetts Avenue 
Washington, DC. 


Your letter of Movember 1 concerning the JIB ID Mo 193 Mote on the 
Slno-Igyptien trade agreement discussed the natter of the Chinese 
Communists exporting steel products in exchange for isports of consump¬ 
tion goods. This does not seen at all phenomenal to us, hut merely 
indicates (a) a lack of balance in the relative degrees of progress 
made by the several industries which have been the focus of strenuous 
efforts to increase production, and (b) a lack of advance planning 
of the end-uses of the intermediate products of heavy industry. You 
will recall that last spring there was a spate of self-criticism by 
the Chinese Ccanonists concerning the "blind enthusiasm for production 
without corresponding consideration of the needs and markets for the 
products. Thus these chickens axe now coning home to roost in the 
form of excess production of sane items which for the time being are 
not needed in the economy in the volume in which they are being 
produced. Sven though they may be produced at costs above world 
market prices, the Chinese Cconunists apparently feel that it is 
better to export them in exchange for consumption goods of which their 
supplies are short because of the effects of the 195^ floods on 
production of agricultural raw materials. 

The fact that this has actually occurred is not so significant as 
would be the simultaneous importation by the Chinese Cowunists of the 
same items that they are exporting We have not yet been able to 
examine carefully the specifications of Chinese imports to ascertain 
whether they are also importing the steel items that thsy have 
contracted to export to Bgypt and Burma. 

We do not believe that the Chinese are aiming to have a permanent 
steel surplus available for export although they may continue to 
export steel for same time until their expanding needs catch up with 
production. On the other hand, it is only natural that, while this 
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Mr. J.I.A Vstson, British Mwtj, Wash , ».C. 


situation exists, the Chinese should nske political ca p ital out of 
their ability to export steel resulting from the unbalanced rate of 
progress in production as compared with their ova Industrial 
requirements of steel 


Robert Anory, Jr. 
Beputy M. rector/Intelligence 
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rf* J-I*R ■ 

We have now received the comments of Cairo, Peking 
and the C.I.A. in Washington on our letter of October 11 
to Peking on the subject of this Agreement (Flag A). 
Cairo's comments were not in any way significant; the 
C.I.A, (Flag B) endorsed the J.I.E. suggestion that the 
Chinese have developed a temporary surplus of steel due 
to production running ahead of consumption; and Peking 
while avoiding any definite conclusions are inclined to 
the view that the Agreement was primarily prompted by 
the Chinese need for cotton. 

2. Since the signing of the Agreement on August 22 
was announced, we have been inclined to stress the 
political implications while J.I.B. have concentrated 
more on the economic angle and their views are to a 
fair extent supported by the Peking Embassy. However 
•n our Intel on the subject (copy attached; we did 
point out that an economic necessity for the Agreement 
existed and I think that nothing that Peking has said 
in any way invalidates the conclusions reached in this 
Intel. 

3. Peking have rightly drawn attention to the 
difficulties in the way of disentangling the political 
and economic motive behind Chinese trade policy and the 
Sino-Bgyptian Trade Agreement is a classic example of 
this. The most important feature of the Agreement is 
that irrespective of whether it was prompted by economic 
or political considerations it fits into the whole 
pattern of Slno-Soviet activity in the Middle East and 
has earned a place in the recent paper# on the subject. 


(Action 

completed) 

(Index) 




(K. Q. Rltohie) 
January 3 * 1956 
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CONFIDENTIAL 
No. 3.0. 757 
11210/16/55 

Dear Department, 




BRITISH EMBASSY, 
PEKING, 

December 14, 1955. 



Thank you for your letter FC 11316/10 of October 11 
about the Smo-Egyptian Trade Agreement. 


2. We have reflected on the various points which you 
and J.I.B. make, but without reaching any clear cut 
conclusions. We doubt if we have enough evidence to dis¬ 
entangle the political and economic motives behind Chinese 
trade policy and say with any conviction which are the 
stronger, it is politically useful for China to cut a dash 
in the world, especially in Asia and the Near East, as a 
potential exporter of manufactured goods. Her display of 
manufactures at the Damascus Trade Fair had an obvious 
political motive. The agreement to set up an Egyptian (and 
now also a Syrian) trade office in China, and vice versa 
will if it materialises be a considerable political success 
for China. She'is also able by exporting steel and 
industrial equipment to claim that she is conferring a 
benefit on less fortunate nations. For instance China is 
said by the magazine "China Reconstructs" to be about to 

"provide some contribution to help Egypt.to start on the 

road to modem industrial development/'. 


3. But we think that the Chinese were moved in great 
part, perhaps principally, by economic motives in leaking the 
Sino-Egyptian agreement. 60,000 tons of steel seems rather 
a large quantity to export unless it was economically 
necessary or desirable to do so; 20,000 tons would surely 
have been enough to niake a political gesture. We rather 
doubt whether the economic motive was the desire to get rid 
of a surplus of steel. The economy campaign may 
conceivably have meant that certain types of steel are 
temporarily being produced in greater quantities than are 
immediately needed but one would expect the Chinese to stock 
rather than sell the surplus, especially if world prices a^e 
well below the Chinese internal price. It is theoretically 
possible that China is contemplating a situation in which 
she will eventually have to redress a shortage of food¬ 
stuffs, brought about by her rising population, by turning 
herself into an exporter of manufactured goods and importer 
of food. But there is no evidence in official pronouncements 
that her plans for increasing, say, steel production are 
yet based on this idea. The plan to increase steel 
production by 21056 between 19b2 and 1957 sounds immense 
when expressed in percentages, but the result in 1957 will 
be the production of only gust over 4 million tons annually. 
A figure of this kind would not seem to leave much room for 
steel exports on a large scale in a country industrialising 
as rapidly as China. But we would not rule out the 
possibility that in future five year plans China may aim at 
a permanent surplus of steel for export. 
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4. We suspect that it v/as the Chinese need for cotton 
which chiefly prompted this agreement. The 1953 and 1954 
home crops were disappointing and this year’s crop 
(estimated at 1.3 million tons) will only bring production 
back to the 1952 level. Manufacturing capacity and 
consumer demand have increased considerably since 1952. We 
know that factories in Shanghai have been working short 
time because there is not enough cotton. Possibly in this 
respect as in so many others Shanghai is a special case. It 
is certainly puzzling that there seems to be no shortage of 
cotton cloth m China; the shops are full and even villages 
seem well supplied, and consumers are now being allowed to 
take up their ration for as far ahead as next May. The 
authorities may be anxious to import cotton to keep the 
textile workers employed; or they may consider it politic 
to give the peasants an increased cloth supply to sweeten 
them through the difficult period when their grain sales 
are rigorously controlled and they are being shepherded 
into co-operatives. Probably there is some truth in both 
theories. But whatever the reason the Chinese do appear to 
be eagerly buying large amounts of cotton in several 
countries and to be prepared to pay for it with industrial 
goods which they might prefer to keep at home. 

5. We are copying this letter to the Chanceries in 
Cairo and Washington. 


Yours ever, 
CHANCERY 











